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Over One Kilometre Grading 1.01% Copper and 1.26 g/t Gold Intercepted at Imperial’s Red Chris Property

Vancouver, BC - October 16, 2007 - kmperial Metals Corperation (TSX:I1I) reports additional assay results for hole RC07-
335, drilled vertically in the East Zone at the Company’s Red Chris project.

The mineralized intersection in hole RC07-335, the longest in the Company’s history, graded 1.01% copper, 1.26 gh gold and
3.92 gh silver over 1024.1 metres. The hole bottomed in strong mincralization. Results of the first 825.7 metres of this hole
were released on August 14, 2007, The mineralization in RC07-335, drilled in the core of the East Zone, is continuous from
bedrock surface and extends at least 679 vertical metres below the currently designed open pit,

A vertical hole (RC07-336) was drilled in the core of the Main Zone intersecting 996.4 metres grading 0.4% copper, 0.38 ght
gold and 1.29 g/ silver, Hole RCO7-336 also bottomed in mineralization.

Both holes demonstrate the Red Chris mineral system is much more extensive at depth than previcusly outlined.

A total of six holes were completed in the 2007 drill program; two on the Main Zone and four on the East Zone. The 2007
drilling represents the decpest penetration of the Red Chris deposit and the results provide encouragement regarding the ultimate
size and grade of this copper/gold system. Results to date arc listed in the table below. Results from the final four holes are
pending and will be released upon receipt.

Total Interval Interval Interval Copper Gold Sitver
Drill Hole # Length (m)  from (m) To{m) Length(m) % gt glt
RC07-335 102%.0 4.9 1029.0 1024.1 1.04 1.26 3.92
including 7.5 2475 240 1.84 1.74 6.21
including 8275 1029 2015 0.73 1.22 3.58
RC07-336 1000.7 43 1000.7 996.4 040 0.38 312
including 195.0 2615 72.5 1.26 122 1.29

Steve Robertson, P.Geo., designated as the Qualified Person defined by National Instrument 43-101, reviewed the data as
described in this release. Samples were analyzed at Acme Analytical Laboratories in Vancouver. A comprehensive QA/QC
program using blanks, standards and duplicates was maintained for all samples submitted to the lab. The purpose of the
2007 drill program at Red Chris was to investigate the system at depth and further work will be required to define the
system dimensions at depth. The true widih cannot be determined at this time.

Red Chris is 2 copper/gold deposit situated 20 kilometres southeast of the village of Iskut in northwest British Columbia.
Imperial welcomes the recenl announcement by the Provincial Govemment to proceed with the construction of the
Northwest Transmission Line. The new 287 kilovel (kV) line will extend 335 kilometres from Terrace, north to Bob Quinn
Lake. Presently 138 kV power supply grid is available only up to Meziadin Junction. The Northwest Transmission Line
will bring 287 kV power supply to within 125 kilometres of the Red Chris project.

Imperial is a mine development and operating company based in Vancouver, British Columbia. The Company's key
properties are the Mount Polley open pit copper/gold producing mine in central British Columbia, the Huckleberry open pit
copper/molybdenum producing mine in northern British Columbia, the development stage Red Chris property in northwest
British Columbia, and the Sterling gold mine in southwest Nevada.

Comtact: Brian Kynoch, President 604.669.8959; Patrick McAndless, Vice President Exploration 604.488.2665; Sabine
Gocetz, Investor Relations 604.488.2657 // website; www.imperialmetals.com / email: info@imperialmetals.com
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Appeal Filed in Federal Court Ruling Regarding Imperial's Red Chris Project

Vancouver, BC — October 31, 2007 — Imperial Metals Corporation (TSX:11I) reports that appeals have been filed
by the Minister of Fisheries and Oceans, the Minister of Natural Resources, the Attorney General of Canada and by
bcMetals Corporation (a wholly owned subsidiary of Imperial Metals Corporation) in connection with the
September 25, 2007 ruling of the Federal Coun of Canada which set aside the Federal Screening Report of
beMetals' Red Chris project, issued in May, 2006.

At issue is the nature of the discretion of Federal authorities 10 scope a project under the Canadian Environmental
Assessment Act.

The Red Chris Project was subject to both Provincial and Federal environmental review. Based on the initial project
description, Red Chris was first scoped for comprehensive study level review by the responsible Federal authorities.
Following receipt by the responsible Federal authorities of additional project information including the fact that the
project was undergoing a full Provincial environmental assessment, it was determined that the Federal
environmental assessment would proceed by way of a screening report. Accordingly, comprehensive environmental
review of the Red Chris project was carried out by the Provinee under the B.C. Environmental Assessment Act, in
full cooperation with the Federal responsible authorities. This was in keeping with efforts by Provincial and Federal
environmental agencies and legislation aimed at harmonizing Federal and Provincial environmental review.

The Provincial review process covered the technical, environmental, and socio-economic elements of the project and
included consultation with the Tahltan First Nation and other local communities. Environmental assessment
application documents were made available for public review at local libraries in Smithers, Terrace, and Stewart and
the Government Agent's office in Dease Lake and Band Offices in Iskut and Telegraph Creek. Notices of the
availability of these documents with the public comment period were advertised in the BC Gazette and local
newspapers. The documents were also made available through the Provincial and Federal environmental assessment
office websites, Open houses were conducted in Stewart, Iskut, Dease Lake and Telegraph Creek, the four
communitics closest to the Red Chris Project.

In July 2005, the Provincial Environmental Assessment Report concluded that the project was not likely to cause
significant adverse environmental effects. The project subsequently received a Provincial Environmental Certificate.
In April 2006, the Federal responsible authorities issued their Screening Report which also concluded that the
project was not likely to cause significant adverse environmental effects.

The appealed judgment impacts only the Federal environmental assessment. There is no impact on the Provincial
Environmental Certificate. If the appeal is successful, the Screening Report will stand. If the appeal is
unsuccessful, the responsible Federal authorities will be required to carry out a comprehensive study level review,
substantially duplicating the work that has been camied out by the Province under the B.C. Environmental
Assessment Act.

Contact:
Brian Kynoch, President 604.669.8959 or Sabine Goetz, Investor Relations 604.488.2657 // website:
www.imperialmetals.com // email: info@imperialmetals.com
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144 Zone Decline Completed at Imperial’s Sterling Property

Vancouver, BC — November 8, 2007 ~ Imperial Metals Corporation (TSX:1II) reports the 3,352 foot decline
providing access to the 144 Zone has been completed. Two exploration drifts off the main decline below the 144
Zone and dril! stations that will provide for detailed drilling of the 144 Zone from underground are also complete.

Underground diamond drilling is expected to begin late November 1o delineate the 144 Zone, with an initial phase of
18 holes totaling 3,600 feet planned. With the decline in place approximately 100 feet beneath the 144 Zone, it can
be 1ested with short drili holes.

Additional diamond drilling is also planned along the completed decline to the east of the 144 Zone, where sampling
has yiclded gold mincralization at two locations,

In the decline east of the currently defined 144 Zone, chip rib sampling intersected continuous gold mineralization
averaging 0.039 troy ounces per ton (1.33 gh) over a distance of more than 150 feet. This mineralization is hosted
in hydrothermal breccias similar to the lower grade breccia envelope that surrounds the higher grade mineralization
in the 144 Zone. A grab sample from a muck bay located 300 feet further cast, graded 0.158 troy ounces per ton
{5.42 gh) gold. This sample is also from a hydrothermal breccia but it is present in silty dolomite, a different
stratigraphy than the 144 Zone. These two discoveries mare than double the known area of gold mincralization in
the vicinity of the 144 Zone to over 600 feet, from west 1o cast,

A plan showing the decline and the rock units encountered is posted on the Company’s website.

A surface drilling program planned for early 2008 will test several gold anomalics identified during recent surface
geochemical sampling work.

Patrick McAndless, P.Geo. is the Qualificd Person as defined by National Instrument 43-101 for the exploration
program. Samples were analyzed at the Mount Polley assay laboratory.

The wholly owned Sterling property located in southwest Nevada includes the Tungsten Canyon, Fluorspar Canyon
and Mary claims, and is comprised of 606 lode mining claims covering 12,434 acres.

Imperiat is a mine development and operating company based in Vancouver, British Columbia. The Company's key
properties are the Mount Polley open pit copper/gold producing mine in central British Columbia, the Huckieberry
open pit copper/molybdenum producing mine) in northern British Columbia, the development stage Red Chris
property in northem British Columbia, end the Sterling gold mine in southwest Nevada.

Contact: Brian Kynoch, President 604.669.8959; Patrick McAndiess, Vice President Exploration 604.488.2665; Sabinc
Goctz, [nvestor Relations 604.488.2657 /f website: www.imperiaimetals.com // email: info@imperialmetals.com
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Imperial Reports Results for the Third Quarter 2007

Vancouver (November 14, 2007) - Imperial Metals Corporation {J11: TSX) reports net income of $7.6 million (50.23 per
shere) for the 2007 third quarter compared to net income of $31.0 million ($1.03 per share) in the 2006 third quarter.
Adjusted net income in the quarter was $12.2 miilion or $0.37 per share, versus $35.8 million or $1.19 per share in the
September 2006 quarter.  Adjusted net income is calculated by excluding the effect of certain items not settling in the

current period.

Revenucs were $84.8 million in the September 2007 quarter compared to $57.1 million in the 2006 quarter. At quarter end,
concentrate inventory was at normal levels. Variations in quarterly revenue attributed to the timing of concentrate
shipments can be expected in the normal course of business.

Operzting income for the threc months ended September 30, 2007 decreased to $24.6 million from $29.6 millien in the
September 2006 quarter. In the September 2006 quarter the Company recorded equity income from the Huckleberry mine
of $12.0 mitlion. Due to the consolidation of Huckleberry in 2007 there is no comparable item in 2007,

Cash flow decreased to $22.2 million in the September 2007 quarter compared to $36.3 million in 2006. The $14.1 million
decrease is the result of lower cash flow from Mount Polley partially offsct by the inclusion of the 50% of cash flow from
Huckleberry. :

Capital expenditures were $12.7 million, about double the $5.8 million spent in the comparative 2006 quarter as the
Company continued with its significant exploration and capital programs.

Imperial's comparative financial results for the three and nine months ended Scptember 30, 2007 and September 30, 2006
are summarized below and discussed in detail in the Management's Discussion and Anelysis, which is contained within the
Third Quarter Report, available on the Company's website www.imperialmetals.com and on SEDAR www.sedar.com.

Three Months Ended Nine Months Ended

funaudited) in thousandy except per share cmounts Sept 30, 2007 Sept 30, 2006 Sept 30, 2007 Sept 30, 2006
Revenues - $84,784 : $57,154 $232,240 $165,787
Operating Income . $24,603 $29,610 865,673 $78,075
Net Income . ) $7,576 - $30,555 $8.878 £58,180
Net Income Per Share $0.23 $1.03 $0.28 $1.96
Adjusted Net Income Lo $12,184 $35,777 $42.373 $58,561
Adjusted Net Income Per Share \" $0.37 $i.19 $1.34 $1.98
Cash Flow $22,165 $36,341 $68,633 551,553
Cash Flow Per Share ¥ $0.68 §1.2 $2.17 51.74

b adjusted Net Income. Adjusted Net [ncome Per Share, Cash flow and Cash Flow Per Share ste measures used by the Company 1o evaluate its performance;
however, they are not tenms recognized under generally sccepted accounting principles. Adjusted Net Income iy defined a3 net income adjusted for certain items of 2
non-operational pature that pertain to future periods &3 described in further detsil in the Mamagement's Discrssion and Analysis under (he heading Adjusted Net
Income. Cash Flow is defined as cash flow from operations before net change in working capital balances. Adjusted Net Income ond Crsh Flow Per Share are the
same measurcs divided by Lthe weighted sverage number of et shares au ding during the period.

Imperial is a mine development and operating company based in Vancouver, British Columbia. The Company's key
properties are the Mount Polley open pit copper/gold producing mine in central British Columbia, the Huckleberry open pit
copper/molybdenum producing mine in northem British Columbia, the development stage Red Chris property in northwest
British Columbia, and the Sterling gold mine in southwest Nevada.

Contact: Brian Kynoch, President 604.669.8959; Andre Deepwell, Chief Financial Officer 604.488.2666; Sabine Goctz,
Investor Relations 604.488.2657 // website: www.imperialmetals.com // email: info@imperialmetals.com




Form 52-109F2 - Certification of Interim Filings

1, Andre Deepwell, Chief Financial Officer of Imperial Metals Corporation, certify that:

13

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Imperial Metals
Corporation, (the “issuer)” for the interim period ending September 30, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect
to the period covered by the interim filings;

Based on my knowledge, the interim financial statements together with the other financial
informaticn included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings;

The issuer's other certifying officers and I are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer,
and we have:

(a)  designed such disclosure controls and procedures, or caused them to be designed under
our supervision, fo provide reasonable assurance that matcrial information relating to
the issucr, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which the interim filings are
being prepared; and

(b)  designed such internal control over financial reporting, or caused il to be designed
under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in
accordance with the issuer’s GAAP; and

I have caused the issuer to disclose in the interim MD&A any change in the issuer’s internal
control over financial reporting that occurred during the issuer's most recent interim period
that has materially affected, or is reasonably likely to materially affect, the issuer’s internal
control over financial reporting.

Date: November 14, 2007

*Andre Deepwell”

Andre Deepwell
Chief Financial Officer



Form 52-109F2 - Certification of Interim Filings

I, J. Brian Kynoch, President of Imperial Metals Corporation, certify that:

1.

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of Imperial Metals
Corporation, (the “issuer)” for the interim period ending September 30, 2007;

Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a
statement not mislcading in light of the circumstances under which it was made, with respect
to the period covered by the interim filings;

Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods

presented in the interim filings;

The issuer's other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting for the issuer,
and we have:

(a) designed such disclosure controls and procedures, or causcd them to be designed under
our supervision, to provide reasonable assurance that material information relating to
the issuer, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which the interim filings are
being prepared; and

(b) designed such internal control over financial reporting, or caused it to be designed
under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in
accordance with the issuer’s GAAP; and

[ have caused the issuer to disctose in the interim MD&A any change in the issuer’s intemal
contro] over financial reporting that occurred during the issuer’s most recent interim period
that has materially affected, or is reasonably likely to materially affect, the issuer’s internal
control over financial reporting.

Date; November 14, 2007

“J. Brian Kynoch™

J. Brian Kynoch
President
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TO OUR SHAREHOLDERS

Imperial’s comparative financial results for the three and nine months ended September 30, 2007 and September 30,
2006 are summarized below and discussed in detail in the Management's Discussion and Analysis.

Three Months Ended Nine Months Ended

{unauditew) in thousands except per share amounts Sept 30,2007 _ Sepi 30, 2006 Sept 30,2007 Sept 30, 2006
Revenues S84,784 S§57.154 $232,240 $165,787
Operaling income $24.603 $29,610 $65,673 $78,075
Net Income $7.576 $30,955 $8,878 558,180
Net Income Per Share $0.23 $1.03 $0.28 51.96
Adjusted Net Income ' $12.184 $35.777 $42,373 $58,561
Adjusted Net Income Per Share '"! $0.37 $1.19 S1.34 51.98
Cash Flow " $22,165 $36.341 $68,633 $51,553
Cash Flow Per Share ! 50.68 $1.21 §2.17 $1.74

O Adjusted Net Income, Adjusted Net tncome Por Share, Cash flow and Cash Flow Per Share arc measures uscd by the Company to cvaluate its
performance; however, they arc nal terms recognized under generally accepied accounting principles. Adjusted Net Income is defined as net
income adjusted for certain items of a nen-operational nature that pertain 1o future periods o5 described in further detail in the Monagement's
Discussion and Anatysis under the heading Adjusted Net Income. Cash Flow is defined as cash flow from operations before net chaage in
working capital balances, Adjusted Net Income and Cash Flow Per Sharc arc the same mcasures divided by the weighted average number of
common shares ouisianding during the peried.

Effective January 1, 2007 Imperial regained joint control of Huckleberry and therefore in accordance with generally
accepted accounting principles the Company accounts for Huckleberry on the proponionate consolidation basis
effective January I, 2007, Revenues from Huckleberry are comparable 1o those at Mount Polley and therefore this
change in accounting will increase the income statement line items by about 50% as Imperial has a 50% interest in
Huckleberry. This approximation is based on equal shipments of concentrate per quarter, however aciual results will
very by mine due to shipping schedules. Revenue recognition coincides with concentrate title transfer, which
usually takes place upon shipment to smelter.

Revenues were $84.8 million in the September 2007 quarter compared to $57.1 million in the 2006 quarier. At
quarter, end concentrate inventory was al normal levels. Variations in quarterly revenue atributed to the timing of
concentrate shipments can be expected in the normal course of business.

Operating income for the three months ended September 30, 2007 decreased to $24.6 million from $29.6 million in
the September 2006 quarter. In the September 2006 quarter the Company recorded equity income from the
Huckleberry mine of $12.0 million. Due to the consolidation of Huckleberry in 2007 there is no comparable item in
2007.

Net income was $7.6 million in the September 2007 quarter compared to net income of $31.0 million in the 2006
quarter. Adjusted net income in the quarter was $12.2 million or $0.37 per share, versus $35.8 million or $1.19 per
share in the September 2007 quarter. Year to date adjusted net income was $42.4 million or $1.34 per share for the
2007 period compared to $58.6 million or $1.98 per share for the 2006 period. Adjusted net income is calculated by
removing the unrealized gains and losses, net of related income taxes, resulting from mark to market revaluation of
copper hedging and removing the unrealized share based compensation expense, net of taxes. Adjusted net income
is not a lerm recognized under generally accepted accounting principles however it does show the current period
financial results excluding the effect of items not setiling in the current period.

Discover Develop Operate Page 1 of 40
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Rising copper prices, and increases in pounds of copper hedged, and inclusion of 50% of Huckleberry's hedging ted
10 losses on derivative instruments of S11.2 million in the quarier compared 10 a loss of $4.1million in the 2006
guarter,

Cash flow decreased to $22.2 million in the September 2007 guarter compared 10 $36.3 million in 2006. The S14.1
million decrease is the result of lower cash flow from Mount Polley partially offset by the inclusion of the 50% of
cash flow from Huckleberry,

Capital expenditures were $12.7 million, about double the $5.8 million spent in the comparative 2006 quarter as the
Company continued with its significant exploration and capiial programs.

During the June 2007 quarter the shareholders approved an amendment to the Company's siock option plans that
give option holders the right (o receive a cash payment in exchange for options exercised. As a result of this change
in the plans. generally accepted accounling principles required the Company to record an initial expense of $11.9
million in the June 2007 quarter for the expected cash settlements based on the difference between the exercise price
and market value of the Company’s common shares.

Expendilures in the September 2007 quarter were financed from cash flow from the Mount Polley and Huckieberry
mines and proceeds from exercise of warranis and options. At September 30, 2007 the Company had $37.1 million
in cash, cash equivalents and short term investments including the Company’s 50% share of these items held by
Huckleberry.. In August 2007 the Board of Directors of Huckleberry Mines Ltd. approved an initial dividend of
$15.0 million, of which the Company received 50% and used the funds for repayment of short term deb.

Mount Polley Mine

Mine Production . Nine Months Ended
(unaudiied) September 30, 2007 “Scpiember 30, 2006
Ore milled (tonnes) ‘ 4,878,194 4,951,309
Ore milled per calendar day (tonnes) 17,869 18,137
Grade % - Copper 0.488 0.448
Grade gh - Gold 0.243 ' : 0.256
Recovery % — Copper ' - - 7941 - ' 84.60
Recovery % — Gold ] 70.79 69.98
Copper produced (lbs) ' ) 41,658,194 41,367,438
Gold produced (oz) ' o 26,998 28,488
Silver produced (oz) 304,807 317.587

Mount Polley’s metal production this quarter increased to 15.5 million pounds compared to 13.5 million pounds in
the second quarter. Milled tonnes during the quarter were impacted by the failure of a pebble mill bull gear. The
gear has been repaired and should not impact thé fourth quarter production.

Improvements to the crushing plant were completed, including an increase in size of the primary feeders to reduce
the impact of winter conditions on crusher operations. These improvements had a positive impact. With winter
conditions setting in, the plant was able to mamlaln production at over 20,000 tonnes per day during the first len
days of November.

During the quarter, the mining contractor mobilized 10 the site, and stripping increased as preproduction stripping of
the Springer Pit began. A total of 8.0 million tonnes were mined compared lo the 6.6 million tonnes in the prior
quarter. The Springer Pit development progressed well, and the stripping rutio for the remaining ore in the Bell and
Wight pits is now less than 1.0, with both pits having a stripping ratio of about 0.6 to 1.0. The Wight Pit is
scheduled to supply ore to the mill until late 2008.

Discover Develop Operate Page 2 of 40
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During the quarter a porlion of the Wight Pit west highwall began to show movement. On the advice of our
geotechnical consultants, five drain holes were drilled 1o dewater the wall, and a portion of the wall will be
unloaded.

Tailings dam construction for the year was completed with the dam raised to the 951 melre clevation.

Leaching of the 250,000 tonne test heap leach, designed to recover copper from the highly oxidized near surface
mineralization in the Springer Pit, had begun in July. The biological oxidation of sulphur has begun with the pH of
Jeach solutions dropping to 4.6 and copper in solution rising to over 300 ppm. Electrowinning the copper from the
leach solution is expected to begin in November. '

Exploration drilling resumed in October with two drill rigs. The current exploration program is expected lo-continue
through 10 mid-December.

Imperial owns 100% of the Mount Polley open pit copper/gold mine which is located 56 kilometres northeast of
Williams Lake, British Columbia. '

Huckleberry Mine

Mine Production : . . . Nine Months Ended
(100% - Imperial owns 50%4) funasidited) : Sepiember-30, 2007 - -September 30, 2006
Ore milled (tonnes) ‘ ) ; " 4,876,843 5,131,900
Ore milled per calendar day (tonnes) 17,864 ) 18,798
Grade (%) — Copper 0.481 ST 0.553
Grade (%) — Molybdenum 0.015 0.014
Recovery (%)~Copper ™ * "7 L : o 878 - oo - 868
Recovery (%) - Molybdenum =7 " - = - - : 8.2 -15.0
Copper produced (Ibs) - 45,435,101 54,290,000
Gold produced (0z) v " 5,071 ) _ 7,123
Silver produced (02) . . .. 161,015 190,384
Molybdenum produced (Ibs) " . 278,063 242,110

Huckleberry's Main Zone _E::'c_leqsiop Pit is now supplying ore to the mill. Metal production will decrease for the
remainder of 2007 as lower grade material from the Main Zone Extension and stockpiles is milled. )

Rotary and diamond drilliriéi‘s‘being conducted in the vicinity of the Main Zone Extension Pit in &n effort 10 expand
the resource. ot .

e Tt .t o . L.

Imperial owns 50% of lhé"Huc'klcberry o;_»_cn' pit ,gbgﬁ:erlmol)'rbdcnu'r:n_'__minc which is located 123 kilometres
southwest of Houston, British Columbia.

Sterling RN .o

At Sterling, the 3,352 foot decline was completed to prow;ide access to the 144 Zone. Two exploration drifts off the
main decline below the 144 Zone and drill stations that will provide for detailed drilling of the 144 Zone from
underground are also complete. .

Underground diamend drilling is expected to begin before year end to delineale the 144 Zone, with an initial phase
of 18 holes totaling 3,600 feet planncd. With the drill stations in place approximately 100 feet beneath the 144
Zone, it can be tesied with short drill holes. Additional diamond drilling is also planned along the completed
decline 1o the casi of the 144 Zone, where sampling has yielded gold mincralization al two locations.

Discover Develop Operate Page 3 of 40



Imperial Third
Quarrer Report
A:/\\ Metals Seplember 30, 2007

A surface drilling program planned for early 2008 will test several gold anomalies identified during recent surface
geochemical sampling work.

The wholly owned Sterling gold property is located 185 kilometres northwest of Las Vegas, Nevada.
Red Chris

The 2007 Red Chris drill program was completed with a total of six holes; two on the Main Zone and four on the East
Zone. Resulis from the first two holes have been released and they demonstrate the Red Chris mineral system is much
more extensive at depth than previously outlined. and provide encouragement regarding the ultimate size and grade of
this coppet/gold system.

The mineralized intersection in hole RC07-335, the longest in the Company's history, graded 1.01% copper, 1.26 g/t gold
and 3.92 g/ sitver over 1024.1 metres. The hole botiomed in strong mineralization. Vertical hole RC07-336 dnlled in
the core of the Main Zone intersected 996.4 meires grading 0.4% copper. 0.38 g/l gold and 1.29 g silver, and also
bottomed in mineralization. Assays from the remaining holes will be released as soon as results are received.

On Seplember 25, 2007 the Federal Court of Canada ruled the Federal environmenta) assessment of the Red Chris
project was procedurally incorrect and should have been carried out by way of a comprehensive study review and
not as a screening level review, setting aside the Federal Screening Report of beMetals’ Red Chris project, issued in
May 2006.

Subsequent 1o September 30, 2007 the ruling was appealed by the Minister of Fisheries and Oceans, the Minister of
Natural Resources, the Attorney General of Canada, and beMetals Corporation. The appeal is expected to be heard
by the Federal Court of Appeal in the summer of 2008 with a decision in the fall of 2008,

The appealed judgment impacts only the Federal environmental assessment. There is no impact on the Provincial
Environmental Cenificate, If the appeal is successful, the Screening Report will stand. If the appeal is
unsuceessful, the responsible Federal authorities will be required to carry out a comprehensive study level review,
substantially duplicating the work thal has been carried out by the Province under the B.C. Environmental
Assessment Act.

The development of the Red Chris project into a mine is dependant upon a number of factors including the
construction of a power line to service the northwest portion of British Columbia. In October 2007 the Province of
British Columbia announced the construction of a power line from the Skeena substation to Bob Quinn, bringing the
BC Hydro grid power (o within 120 kilometres of the Red Chris project.

Imperial acquired the Red Chris project following a successful takeover bid of bcMetals Corporation, which was
finalized in March 2007 at a cost of approximately $68.6 million.

The Red Chris property is located in northwest British Columbia, 18 kilometres southeast of the village of Iskut and 80
kilometres south of Dease Lake on the north facing Todagin Plateau.

Other Projects

During the third quarter drill programs were carried out a1 Falls Creek, Bear and the Giant Copper properties. Assay
results are pending at this lime.
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Outlook

As we awail assay resulls from this year's exploralion programs, and prepare for a winter drill program at Sterling,
we take satisfaction in the resulls at Red Chris which were the best ever achieved in the Company's history. As
announced, hole RC07-335 intercepted over 1024.1 metres grading 1.01% copper, 1.26 g/t gold and 3.92 g/t silver.
Operationally, our near term objectives for the Mount Polley and Huckleberry mines are cost control and maximizing
production to offset the impact of a strengthening Canadian dollar.

At Sterling, the completed ramp will enable us to carry out detailed exploration on the 144 Zone, and provide a base for
exploration to expand the 144 Zone,

Imperial plans to continue its aggressive exploration programs in 2008, with the focus on four key projects: Red Chris,
Mount Polley, Sterling and Huckleberry.

Brian Kynoch
President

Discover Develop Operate Page 5 of 40




Imperial ,
Third Quarter Report
.A/\\ Metals September 30, 2007

MANAGEMENT'S DISCUSSION & ANALYSIS
Overview

Effective January 1, 2007 Imperial regained joint control of Huckleberry and therefore in accordance with generally
accepted accounting principles the Company accounts for Huckleberry on the proportionate consolidation basis
commencing January 1. 2007. Revenues from Huckleberry are comparable to those at Mount Polley and therefore
this change in accounting will increase the income statement line items by about 50% as Imperial has a 50% interest
in Huckleberry. This approximation is based on equal shipments of concentrate per quarter, however actual results
will vary by mine due to shipping schedules. Revenue recognition coincides with concentrate Litle transfer, which
usually takes place upon shipment to smelier.

Revenues were $84.8 million in the September 2007 quarter compared to $57.2 million in the 2006 quarter.
Shipments of concentrate in both the 2007 and 2006 Seplember quarters were zbove normal quarterly average
shipment levels and comparable to the shipment level in the June quarters.

Variations in quarterly revenue atiributed to the timing of concentrate shipments can be expected in the normal
course of business with either production exceeding shipments, as was the case in the first quarter of 2007. or vice
versa. It is expected Lhat shipments for the fourth quarter of 2007 will be less than normal guanerly average
shipment levels.

Operating income for the three months ended Seplember 30, 2007 decreased 1o $24.6 million from $29.6 million in
the September 2006 quarter. In 2006 the Company recorded equity income from the Huckleberry mine of $12.0
million. Due to the consolidation of Huckleberry in 2007 therc'is no comparakle item in 2007.

As a result of the rise in copper price toward quarier end in both the September 2007 and September 2006 quarters,
the prices at which the hedges were entered into, and the higher number of pounds of copper hedped, including in
2007 the Company s -50% share of Hucklcberry, the Company recorded a $11.2 million loss on derivative
instruments in the September 2007 guarter compared to a loss of $4.1 million in the comparable 2006 quarter.

The Company had a net income of $7.6 million in the quarter ended September 30, 2007 compared to a nel income
of $31.0 million in the 2006 quarter. The reduced net income is the result of lower contributions from Mount Polley
and Huckleberry, higher income tax provisions and increased share based compensation expense foliowing a change
in the payment alternative pursuant (o the opnon plans which affect the accounlmg for this atem,

Adjusted net income in the quaner was $12.2 million or SO 37 per share compared to.$35.8 million or 31.19 per
share in the September 2006 quarter. Year to date adjusted net income was $42.4 millian or 51.34 per share for the
2007 period and $58.6 million or $1.98 per share for the 2006 period. Adjusted net income is calculated by
removing the losses, net of related income taxes, resulting from mark to market revaluation of copper hedging not
related to the quarter and removing the unrealized share based compensation cxpense, net of taxes, as further
deailed in the table below. This adjusted nel income is not 2 tern recognized under generally accepted accounting
principles and is intended to provide additional information on the Company’s cumings by excluding the impact of
items not settled in the quarter. )
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Calculation of Adjusied Net Income :
Three Months Ended Nine Months Ended

tumawdited) b thousands except per shave amairls Sepi 30,2007 Sept 30, 2006 Sept 30. 2007 Sept 30, 2006
Nel Income as reported $7.575 $30,955 $8.877 $58,180
Unrealized loss (gain) on derivative

instruments, net of 1ax 3,422 4.82] 22,332 381
Unrealized share based compensation

expense, net of tax 1,187 - 11.164 -
Adjusted Net Income $12.184 $35,776 $42.373 $58.561
Adjusted Net Income Per Share $0.37 S1.19 $1.34 $1.98

(a) Derivative financiol instruments arc recorded at fair vatuc on the balance sheen, with changes in the fair value, nel of 1axes, flowiny through
nct incame. The amounts ultimately realized may be materially different than reficcicd in the financial staterents due 10 changes in prices of
the underlying copper hedged.

() Effective with the Junc 30, 2007 quarter, the Company's employce stock option plan provides for a cash payment option, Accordingly. the
intrinsic value of the outstanding vested options is recorded as o liability on the Company's balance sheet and periodic changes in the
intrinsic value, net of taxes. flow through nct income.

Cash flow decreased 1o $22.2 million in the September 2007 quarter from $36.3 million in 2006. The $14.1 million
decrease is the result of lower cash flow from Mount Polley partially offset by the inclusion of the 50% of cash flow
from Huckleberry. Cash flow is a measure used by thec Company 1o evaluate its performance, however, it-is nol a
term recognized under generally accepted accounting prmclples Cash flow is defined as cash flow from operations
before the net change in workmg capnal balances. - Do
Capital expenditures were $12.7- m:llwn Aop s:gm(' cantly from SS 8. million in the September 2006 quarter on
increased exploration spending and the inclusion of capital expenditures at Hucklcberry in 2007.
ST L PELEE s ar Lt

Expenditures in the September 2007 .quarter: were .financed by cash flow. frem: thc Moum Polley and Hucklcbcrw
mines and the proceeds from thé exercise of warrants and options.At September 30, 2007 the Company had $37.)
million in cash and cash-equivalents-and short term investments including the Company’s 50% share of these items
held by Hucklebcny

HER R} . O L L I T SR SN W e 1
Derwalivelnstrumems L R I
The Company has not hedged gold s:lvcr or lhc CDNIUS Dollar exchange rate, During the September 2007
quarier the Company recorded $11.2 million in losses on derivative instruments for copper compared to $4.1 million
in the September 2006 quarter. These losses result from the hedges settled in the period and the mark to markel
valuation of the copper hedges held by the Company at period end. The Company does not use hedge accouniing
therefore accounting rules Tequire that derivative instruments be recorded at fair value on each balance sheet date,
with the adjustment resulting from the revaluanon bemg chargcd to the statement of income as a gain or loss.
The Company, mcluswc of its 50% mleresl in Hucklcben'y entered |nlo hedgc‘s dunnl, ithe Seplember 2007 quarter
for the sale of 18.3 mitlion pounds of copper. These hedges cover various months in the period October 2007 to
March 2010 under a variety of instruments including the purchase of puts, forward sales and the use of min/max
zero cost collars, Imperial’s income or loss from derivative instruments may be very volatile from quaner to quarter
as a result of changes in the copper price compared to copper price at the time when these contracts were entered
into and the type and length of time to maturity of the contracts. The net unrealized loss position of $19.3 million at
September 30, 2007 represent the decline in fair value of the derivative instruments as a result of the copper price on
September 30, 2007 being in excess of the ceiling prices and the forward sale prices of the derivative instruments.

Refer 1o Note 13 to the unaudited consolidated financial statements for the nine months ended September 30, 2007
for further details.

Discover Develop Operate Page 7 of 40




lmperial Third
Quarier Report
fs\/\\ Metals September 30, 2007

Share Based Compensation Expense

During the June 2007 quaner the shareholders of the Company appreved an amendment to the Company’s stock option
plans {the “Plan") that provides option holders the right 10 receive common shares or a direct cash payment in exchange
for options exercised. The amendment to the Plan balances the need for @ long term compensation program (o rclain
employces and the concerns of shareholders regarding the dilution caused by the exercise of stock options. As a result of
the change to the Plan, generally accepted accounting principles result in a liability and related expense being recorded
for the intrinsic value of the stock options. Additionally, payments made to option holders by the Company are deductible
for income Lax purposes.

As a result of the amendment to the Plan, the Company recorded an initial expense of $11.9 million in the June 2007
quarter for (he expected cash settlements based on the intrinsic value of the outstanding stock options (the difference
between the exercise price of the stock options and the market price of the Company’s common shares). The liability
associated with the Company’s stock options are revalued quarterly to reflect changes in the market price of the
Company's common shares and the vesting of additional stock options. The net change is recognized in net income for
the quarter.

Forward Looking Statements

This Management Discussion and Analysis is based on a review of the Company’s operations, financial position
and plans for the future based on facts and circumslances as of November 7, 2007. Except for statements of faci
relating to the Company, cenain information contained herein constitutes forward looking statements. Forward
looking statements are based on the opinions,.plans and estimates of management ai the date the stalements are
made and are subject 1o a variety of risks, uncertaintics and other factors thal could cause the actual results to differ
materially from those projected by such statements. The primary risk factors affecting: the Company are discussed
further under the heading “Risk Factors” below. The Company undertakes no obligation o update forward looking
statements if circumstances or management’s estimates, plans or opinions should change. The reader is cautioned
not to place undue reliance on forward looking statements.

Developments During the September 2007 quarter

General

In the quaner ended Scpteﬁlber 30, 2007, mine operation's at the iVIounl.Pbllcy min;: continued 1o be focused on

maximizing Wight Pit ore production and stripping the Springer Pit, while at the Huckleberry ming the focus was on
bringing the Main Zone Expansion Pit into operation following the closure of the East Pit due to a pit wall failure.

Investment and working capital requirements in the September 2007 quarter were financed from a number of
sources: cash flow from the Mount Polley and Huckleberry mines; short lerm borrowings against concenirale
inventories; and proceeds from the exercise of warrants and options. Capital expenditures during the quarter were
$12.7 million. Exploration work was conducted on all of the Company’s projects including Red Chris, Sterling,
Mount Polley, Huckleberry, Giant Copper and Bear. In addition, ramp construction continued at Sterling and
capital assets were acquired 10 increase and maintain productive capacity at Mount Polley and Huckleberry.

Property wide exploration initiatives at Moum Polley in the first ninc months of the year have successfully
expanded known mineralization and have identified new zones of mineralization. An average of one diamond drill
was operating during the quarter compared to two in the Sepicmber 2006 quarter.

A 3,352 foo! decline ramp o access the 144 Zone orebodg; al the wholly owned Sterling mine property near Bealty,
Nevada was excavated and reached the 144 Zone in October 2007. Upon completion, underground drilling will be
carried out to confirm and extend the 144 Zone.
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Copper prices in US Dollars were slightly higher in the 2007 third quarter compared to the 2006 third quarter
averaging US$3.50/1b compared to US$3.48/b. The US Dollar fell during the quarter closing significantly weaker
a1 September 30, 2007 compared to December 31, 2006, Combining the US Dollar copper price and the lower US
Dollar/CDN Dollar exchange rate results in a Canadian Dollar copper price average of $3.66/Ib in the September
2007 quarter compared to $3.90/Ib in same 2006 period. Decreases in the US DollaryfCDDN Dollar exchange rate
have a negative impact on US Dollar revenues when translated to Canadian Dollars, and due Lo the ongoing decline
over the last few years have had a significant negative impact on revenues.

The continued strong gain in the Canadian Dollar against the US Dollar since early 2004 along with increases in the
cost of labor, fuel and other consumables impacts the profitability of Mount Polley and Huckleberry and of resource
projects generally. The Company continually seeks to adapt to changing market conditions by adopting operaling
and development strategies that mitigate their impact.

Exploration

Exploration expenditures at Mount Polley were $0.7 million in the September 2007 quarter compared 10 S1.0
million in the September 2006 quarter. With the expanded land base, ongoing exploration a1 Mount Poltey will
consist of identifying additional mineralized zones and expanding already identified zones. Drilling, since January
2007 continues to provide encouraging resulls.

Exploration at Huckleberry was conducted in the quarter with drilling in the vicinity of the Main Zone Extension
looking 1o expand (his resource.

In January 2007 ths Company commenced work on a 3,300 foot decline ramp to access the 144 Zone orebody at ihe
wholly owned Sterling mine property-nearBeatty, Nevadas: As of Nevember 7,'2007 the 144 Zone ramp and
associate drill stations had been- completed. Underground: diamond drilling is ‘expected to begin by year end to
confirm and delincate the 144 Zone. Property scale:mapping and sampling continues to define additional targets that
will be drill tested. * - - .- T : o

The 2007 Red Chris drill program was completed with a total of six holes; two on the Main Zone and four on the East
Zone. A mineralized intersection in hole RC07-335. the longest in the Company’s history, graded 1.01% copper, 1.26 ght
gold and 3.92 g/t silver over 1024.1 metres. The hole bottomed in strong mineralization. Vertical hole RC07-336 drilled
in the core of the Main Zone intersected 996.4 metres grading 0.4% copper, 0.38 g/t gold and 1.29 g/t silver, and also
botiomed in mineralization. Both holes demonstrate the Red Chris mineral system is much more extensive al depth than
previously outlined. ' : L ' '

Huckleberry Mines Lid,

The Company owns 50% of Huckleberry Mines Lid, the owner and operator of the Huckleberry mine. At the end of
2006 Huckleberry was debt free and had $33.2 million in cash and cash equivalents and short term investments.
Huckleberry, having pai,d;if debt in full in 2006, paid its first dividend of $15.0 million to sharcholders on August
1S, 2007. Imperial received a dividend of $7.5 million for its 50% interest in Huckleberry and applied the funds 1o
repay short term debt.

The Company commenced accounting for Huckleberry on the proportionate consolidation basis effective January |1,
2007, in accordance with generally accepted accounting principles, following resumption of joim control of
Huckleberry on that date.

As a result of the change in accounting for Huckleberry to the proportionaie consolidation basis commencing
January 1, 2007 movement of cash between Huckleberry and Imperial via payment of dividends will not be
reflected in Imperial’s consolidated financial statements because Imperial has recorded its proportionate share of
Huckleberry cash effective January 1, 2007.
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Note 4 to the financial statements provides details of the Huckleberry assets and liabilities consolidated as of
January 1, 2007 as well as the Company's share of Huckleberry assets, liabilities, revenues and expenses included
in the consolidated financial statements of the Company.

beMetals Corporation

In March 2007 the Company completed the acquisition of bcMetals at a cost of $68.6 million as further detailed in
Note 5 1o the financial sialements. The acquisition of beMetals was funded from cash on hand and a $40.0 million
short teym loan facility. As of November 7, 2007 the Company had repaid $25.0 million of the short term loan
facility.

bcMetals owns a net 88% interest in the Red Chris project localed in northern British Columbia. bcMeials had
received Federal and Provincial Government environmental approvals for mine development of the Red Chris
project. On September 25, 2007 the Federal Court of Canada ruled the Federal environmental assessment of the
Red Chris project was procedurally incomect and should have been carried oul by way of a comprehensive study
review and not as a screening level review, setting aside the Federal Screening Report of beMetals® Red Chris
project, issued in May 2006.

-Subscqucm 1o September 30, 2007 the ruling was appealed by the Minisier of Fisheries and Oceans. the Minister of
Natural Resources, the Altorey General of Canada, and bcMetals Corporation. The appeal is expected 1o be heard
by the Federal Court of. Appeal in the summer of 2008 with a decision in the fall of 2008.

A beMetals feasibility study on the Red Chris property indicates a 25 year mine life a1 30,000 tons per day with
reserves of 276 million tonnes grading 0.349% copper ; and 0.266 g/t gold

+

The development of the Red Chris project into a mine is dependant upon a number of factors including the
construction of a power line to service the northwest pomon of British Columbia. In October 2007 the Province of
British Columbia announced the consiniction ofa powcr ling ﬁ'om the Skeena subslauon to Bob Quinn, bringing the
BC Hydro grid power 1o wuhm 120 k:iomelres of lhe Rcd Chrls pro_ject

Risk Factors

The risk factors affecting the Company have not changed from those described in the Management's Discussion and
Analysis for the year ended December 31, 2006.

Critical Accounting Policies

The critical accounting policies adopted by the Company. have not _chaqé?d,'fyém'lﬁosé described in the
Management's Discussion and Analysis for the year ended December 31, 2006.

Changes in Accounting Policies

The Company adopted the provisions of Sections 3855, Financial Instruments — Recognmon and Measurement, 3861 -
Financial Instruments — Disclosure and Presentation and 1530, Comprehensive Incoime, on'January 1, 2007 as described
in Note 2 10 the unaudited financial statements for the six months ended June 30, 2007. These changes affected the
accounting for marketable securities and deferred financing costs. C

No other new accounting policies were adopted by the Company in the nine months ended September 30, 2007 and
the Company is not expecied to adopl any new accounting policies in the balance of 2007.
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RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2007
COMPARED TO THE THREE MONTHS ENDED SEPTEMBER 30, 2006

This review of the results of operations should be read in conjunction with the unaudited interim consolidated
financial statements of the Company for the three months ended September 30, 2007 and the audited consolidated
financial statements of the Company for the year ended December 31, 2006.

Financial Results
Overview

Net income for the September 2007 quarter was $7.6 million ($0.23 per share) compared to net income of $11.0
million ($1.03 per share) in the comparative 2006 quarter.

Operating revenues were $84.8 million in the September 2007 quarter compared to under $57.2 million in the
comparative 2006 quarter.

The reduced net income for the Company in the September 2007 quanier was the result of lower contribution
margins from Mount Polley and Huckleberry. - :

The Company's share of Huckleberry's net income proportionately consolidated in the September 2007 quarter was
$0.2 million compared to equity income of $12.0 million in the comparative 2006 quarter, The reduclion in
contribution from Huckleberry was dui€ 1o an increase in pre tax losses on derivativé instrument$ of $7.0 million in
the September 2007 quarter. Huckleberry had no losses related to derivative instruments in the September 2006
quarter. an

A S L T B N T . G ..
Mount Polley operations, afier depletion, depreciation and amortization, contributed $19.0 million to operating

income in the September 2007 quarter compared to $31.6 million in the comparable 2006 quarter. Offsetting this
was a loss of $4.3 million on derivalive instruments in 2007 compared 10 a loss on derivative instruments of 34.1
million in 2006.

Mineral Production Costs ~ +* ~ & . . e Ty T e

Mineral production costs were $47.3 million in the September 2007 quarter, comprised of $£36.6 million from
Mount Polley and $10.7 million representing the Company’s 50% share of Huckleberry. This comparss lo 321.8
million in the September 2006 quarter, which did not include the costs from Huckleberry. Costs for the September
2007 quarter a1 Mount Polley incréased by $14.8 million compared to the 2006 quarter. Increased cosis were
mainly related to mining costs as major truck overhauls, increased haul distances, and diesel fuel costs led to higher
costs.

The pit wall failure in the East Pit at Huckleberry did not affect mill throughput but resulted in the milling of lower
grade Main Zone exiension and slock pile ore. '

Production at Mount Polley continued 1o be less than budgeted due to decreased delivery 1o the mill of Wight pit
ore. To increase the rate of siripping. a contractor was employed 10 begin the pre-production stripping of the
Springer Pit.

Accretion gf Future Site Restoration Costs

Accretion of future site restoration cosls increased 10 $0.2 million in the Seplember 2007 quarter from under $0.1
million in the September 2006 quarter due to the inclusion of the Huckleberry mine.
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Depletion, Depreciation and Amortization

Depleiion, depreciation and amortization expense increased to $7.2 million in the September 2007 quarter from $3.4
million in the September 2006 quarter as a resull of the inclusion of the Huckleberry mine.

Share Based Compensation

Share based compensation expense increased lo S1.5 million in the September 2007 quarter from $0.5 million in the
Seplcmber 2006 quarter as a result of the accretion of shares under the Company’s stock option plans and the
revaluation of the liabilities under the stock uption plans due to the addilion of the cash payment option to the
Company’s stock option plans as described under Share Based Compensation Expense (page 8).

Interest Expense ont Long Term Debt

Interest expense on long term debt was 0.3 million in the 2007 quarter down slightly from $0.4 million in 2006 due
to a fower level of debt and less convertible debentures outslanding in the 2007 period.

Other Interest Expense

Other interest expense increased to $0.8 million in the September 2007 quarter compared (o $0.4 million in the 2006
quarter. The 2007 quarter includes interest on the shon term loan facility for acquisition of beMetals drawn upon in
February 2007 and interest on short term concentrate advances. The 2006 quarter includes interest on the line of
credn facility repaid in July 2006 and othcr borrowmgs to supporl working cap:lal requirements,

Interest Accretion on Long Term Debl
! oL e " .
Interest accrelion expense was s!eady at $0.3 million: in bota September quarters. -

Foreign Exchange Loss

A $1.9 miilion foreign exchange loss was recorded in the ‘September 2007 quarter compared a loss of under 30.!
million in the 2006 quarter as the Canadian Dollar strengthened.significantly versus the US Dollar in the Sepiember
2007 period. These losses are due to foreign exchange rute movements on US Dollar denominated accounts
receivable, derivalive instrument and margin cail deposits, net of US Dollar denominated short term debt and
derivative instrumeni liabilities. These US Dollar balances are the resull of Mount Polley and Huckleberry mine
operalions. .

Realized and Unrealized Losses on Derivative Insiruments

During the quarter ended September 30, 2007 the Company entered into additional hedge contracts for the sale of
copper for the periods from October 2007 to March 2010 to protect the Company’s cash flow against a decline in
the price of copper. None of the Company’s contracts qualify for hedge accounting and therefore the Company must
mark to markel the unrealized gains and losses on all its contracts. A loss of $11.2 million was recorded during the
quarter ended September 30, 2007 compared 1o a loss of $4.1 million in the comparative 2006 quarter. This loss is
for the hedges setticd in the guarter as well as the revaluation of hedges outstanding at the period end. The ultimate
gain or loss on the unrealized portion of these contracts will be determined by the copper prices in the periods when
these contracts seitle.

Discover Develop Operate Page 12 of 40




|mperial Third
Quarier Report
.o:’\\ Metals September 30, 2007

Liquidity & Capital Resources
Cash Flow from Operations

Net income in the September 2007 quarter was $7.6 million compared to net income $31.0 million in the Seplember
2006 quarter. Cash flow decreased to $22.2 million in the September 2007 quaner compared 1o $36.3 million in
2006. The $14.1 million decrease is the result of lower cash flow from Mount Polley partially offsel by the
inclusion of the $0% of cash flow from Huckleberry. Cash flow is a measure used by the Company 10 cvaluate its
performance, however it is not a term recognized under generally .accepted accounting principles. Cash flow is
defined as cash flow from operations before the net change in working capital balances, :

Working Capital

At September 30, 2007 the Company had working capital of S16.7 million, a decrease of $20.4 million from
working capital of $37.1 million at.December 31, 2006. This working capital position of the Company at September
30, 2007 reflects the financing arrangements made for the purchase of bcMetals which included a shor term loan
facility, currenl income taxes payable by Huckleberry, higher unrealized derivative instruments Labiliiies, and the
accrual for share based compensation. With the Mount Polley and Huckleberry mines in operation they are
generating cash flow which will improve the working capital position of the Company and provide cash for debt
reduction. ‘ .o

Property Expenditures and Other Investment Activities

Property acquisition and development expenditures were $8.2 million in the September 2007 quarter compared to
$4.5 million in 2006. Expenditures in 2007 included $7.2 million for ongoing -capital to ‘maintain and expand
productive capacity at the Mount Polley mine and expenditures of $1.0 million at Huckleberry. The 2006
expenditures, all at Mount Polley, were-for the buyout-ofthaul trucks on rental and otber.capital additions. Capital
expenditures in 2007 and 2006 were financed from cash flow from operations and the proceeds from the exercise of
warranis and options.

Exploration expenditures' were $4:5 miltion. in the. September- 2007 quarier comparcd 1o $1.3 million in the
Seplember 2006 quarter. Exploration work was conducted on ell of the Company’s projects including Mount Poiley,
Huckleberry, Sterling, Red Chris, Giant Copper, Bear and Falks Creek. :

Debt repayment and working capital requirements for the ensuing year are expected 10 be mel from cash flow from
Mount Polley and Huckleberry. The Company currently does not forecast the requirement for any additional equity
financing during 2007.
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RESULTS OF QOPERATIONS FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2007
COMPARED TO THE NINE MONTHS ENDED SEPTEMBER 30, 2006

This review of the results of operations should be read in conjunction with the unaudited interim consolidated
financial statemnents of the Company for the ninc months ended September 30, 2007 and the audited consolidated
financial statements of the Company for the year ended December 31, 2006.

Financial Results
Overview

Net income for the nine months ended September 2007 was $8.9 million (80.28 per share) compared to net income
of $58.2 miilion ($1.96 per share) in the comparative 2006 period.

Operating revenues were $232.2 million in the 2007 period compared o $165.8 million in 2006.

The decline in the net income for the Company in the nine monihs ended September 30, 2007 compared 1o the 2006
period was the resull of lower contributions from Mount Polley and Huckleberry, higher tax provisions. and
increased share based compensation expense following 2 change in the payment altemative pursuant 1o the option
plans which affect the accounting for this item.

The Company's share of Huckleberry's net income proportionately consolidated in the September 2007 period was
$9.2 million compared to equity income of $33.0 million in the comparative 2006 period. The reduction in
contribution from Huckleberry was due to an increase in pre lax losses on derivative instruments of $22.7 million in
the September 2007 period and a higher tax provision. Huckleberry had no losses from derivative instruments in
the September 2006 period.
Mount Polley operations, afler depletion, depreciation.ind amortization, contributed $44.6 million 1o operating
income in the September 2007 period compared to $87.7 million in the comparable:2006 period. Offsetting this was
a loss of $19.3 million on derivative instruments in 2007 compared 10 a loss on derivative instruments of $37.9
million in 2006,

Mineral Production Costs

Mineral production costs including Mount Pelley and 50% of Hucklebemry were $122.0 million in the September
2007 period compared to $67.5 million for Mount Polley in:the September 2006 period. Production costs al Mount
Polley were §90.0 million 1o September 2007 compared 1o $67.5 million to September 2006, an increase of 522.5
million mainly related to increases in mining costs as major truck overhauls, increased haul distances, and dieset
fuel costs led to higher costs.

Accretion of Future Site Restoration Costs

Accretion of future site restoration costs increased to $0.6 million in the Seplember 2007 period from 50.2
million in 2006 due to the inclusion of the Huckleberry mine which has a higher expected future site resioration
cost than the Mount Polley mine.

Depletion, Depreciation and Amortization

Depletion, depreciation and amontization expense increased to $17.9 million in the September 2007 period from
$9.9 million in the 2006 as a result of the inclusion of the Huckleberry minc.
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Share Based Compensation

Share based compensation expense increased 10 $14.1 million in 2007 from S1.5 million in 2006 as a result of the
addition of the cash payment option 1o the Company's stock option plans as described under Share Based
Compensation Expense {page B).

Interest Expense on Long Term Debt

Interest expense on long term debt decreased (o $1.1 million in the 2007 period from $1.4 million in the 2006 due to
a lower leve) of debt and less converlible debentures outstanding in the 2007 period.

Other Interest Expense

Other interest expense was $2.4 million in the September 2007 period unchanged from 2006. The 2007 period
includes interest on the $40.0 million short term loan facility for acquisition of bcMetals for part of the period and
interest on short term concentrate advances. The 2006 period includes interest on the line of credit facility to July
2006, short term borrowings to fund margin call deposits and higher levels of borrowings 10 support working capital
requircments. ‘

Interest Accretion on Long Term Debt

Interest accretion expense was shightly lower.at $0-.8 million in the Seplember 2007 period. compared to $1.0 million in
the 2006 period as there were less convertible debentures outstanding in 2007. -

Financing Costs - e T O N

In accordance with the new accounting policy for financing costs the Company expensed the $0.4 miilion draw fee
for the short term loan facility for the acquisition.of bcMetals in full in the:September 2007 peried. The amortization
of the deferred financing charges associated with.the convertible-debentures and the line of credil facility totaled
S1.0millionr in 2006, iz v st w07 e, L s .

Foreign Exchange Loss

A $4.9 million foreign exchange loss was recorded in the September 2007 period compared a $0.9 million loss in
2006. These losses ars.psimarily. atiributable to forcign exchange rate movements on US Dollar denominated cash,
accounts receivable, derivative instrument and margin call deposits; net of US Dollar denominated short term debt
and derivative instrumenit-liabilities. These US Dollar balances are the-result of Mount Polley and Huckleberry
mine operations. In 2007 the Company carried higher net-US Dollar balances which declined in Canadian Dollar
cquivalent due to the stronger Canadian Dollar in 2007.

Realized and Unrealized Losses on Derivative {nstruments

During the nine months.ended September 30, 2007 the Company entered into additional hedge contracts for the sale
of copper for the periods from March 2007 to March 2010 te protect the Company’s cash flow against a decline in
the price of copper. None of the Company’s contracts qualify for hedge accounting and therefore the Company must
mark to market the unrealized gains and losses on all its contracts. A loss of $42.0 million was recorded during the
nine months ended September 30, 2007 compared to $37.9 million in the comparative 2006 period. This loss is for
hedges settled during the period as well as the revaluation of hedges outstanding at the period end. The ultimate
gain or loss on the unrealized portion of these contracts will be determined by the copper prices in the periods when
these contracts settle.
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Liquidity & Capita) Resources
Cash Flow from Operations

Net income in the nine months ended September 30, 2007 was $8.9 million compared to net income $58.2 million
in the September 2006 period. Cash flow increased to $68.6 million in the September 2007 period compared to
$51.6 million in 2006. The $17.0 million increase is the resull of the inclusion of the 50% of cash flow from
Huckleberry. Cash flow is a measure used by the Company to evaluate its performance, however, il is not a term
recognized under generally accepted accounting principles. Cash flow is defined as cash flow from operations
before the nel change in working capital balances.

Working Capital

At September 30, 2007 the Company hed working capital of $16.7 million, a decrease of $20.4 million from
working capital of $37.1 million at December 31, 2006. This working capital position of the Company a1 September
30. 2007 reflects the financing arrangements made for the purchase of bcMetals which included a short 1erm loan
facility, current income taxes payable by Huckleberry, higher unrealized derivative instrumenis liabilitics. and the
accrual for share based compensation. With the Mount Polley and Huckleberry mines in operation they are
generating cash flow which will improve the working capital position of the Company and provide cash for debt
reduction.

Froperty Expenditures and Other Investment Activities

Property acquisition and development expenditures were $19.5 million in the September 2007 period compared 1o
£9.9 million in 2006. Expenditures in 2007 included $16.0 million for ongoing capital to maintain and expand
produclive capacity al the Mount Polley mine and expenditures of $3.4 million at Huckleberry were primarily for
the tailings storage facility. The 2006 expenditures, all at Mount Polley, were primarily for the buyout of haul trucks
on rental and additions 1o tailing storage facilitics. Capital expenditures in 2007 and 2006 were financed from cash
flow from operations and the proceeds from exercise of warrants and options,

Exploration expenditures were $12.0 million in the September 2607 period compared 1o $2.6 million in 2006. A
larger number of drills were operating on the Mount Polley property during the first half of 2007 compared to 2006.
The expenditures in the Sepiember 2007 period also included costs for the ramp and other exploration at Sierling as
well as drilling al Red Chris. Exploration work was conducted on all of the Company’s projects including Mount
Polley. Huckleberry, Sterling, Red Chris, Giant Copper, Bear and Falls Creek.

Debl repayment and working capital requirements for the ensuing year are expecied to be met from cash flow from
Mount Polley and Huckleberry. In the nine months ended September 30, 2007 the Company received proceeds of
$9.4 million from the exercise of warrants and options. In the nine months ended September 30, 2006 the
Company’s treasury benefiled from the issue of one million shares for net proceeds of $6.3 million to fund the
exploration program at Sterling and proceeds of $4.1 million from the exercise of warrants and options. The
Company currently does nol forecast the requirement for any equity financing during 2007.
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The Company had the following contractual obligations as of September 30, 2007:

tthosesaads of dollarsy Years Ended

Oct-Dec 2007 2008 2009 2010 2011 2012 Total
Long term debt $1.471 $4.847 $2,948 £1,049 5667 5 - £10.982
Short term debt 21,927 15,000 - - - - 36,927
Convenible Debentures'" . - . 13,980 . - 13,980
Opernting leascs 83 344 304 240 228 93 1,292
Capita) expenditures 245 - - - - - 245
Other obligations 212 - - - - - 212
Mineral properties'” 216 305 356 442 465 308 2,292
Total §24.154 $20.496 §3,608 $15.711 $1.360 8601 $65,930

™ Assumes non conversion of debentures.

@ Mineral propeny commitments are payments required to keep the claims or option agreements in good standing. Total for 2012 is for year

2012 requirements only.

Debi repayment and working capital reduircmcnls for the balance of the year 2007 are expected to be met from cash

flow from operations.
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Selected Quarterly Financial Information
Three Months Ended
rexpressed in thausands of dotlors. exceps per share omounts) Scptember 30 Jung 30 March 31 December 31
2007 2007 2007 2006
Total Revenues §84,784 $93.210 $54.246 $45,659
Equity Incorne from Huckleberry - - - $737
Net Income (Loss) $7.576 $3.224 $(1.992) $23,827
Net Income (Loss) per share " $0.23 $0.10 $(0.06) 50.79
Diluted Income (Loss) per share 50.23 50.10 S(0.06) 50.75
Adjusted Net Income (Loss) $12.184 $19.482 $10.708 $14.232
Adjusted Net Income (Loss) per share @ $0.37 $0.62 50.35 50.47
Cash Flow ' $22.165 $24.412 $22,056 $18.811
Cash Flow per share ¥ $0.68 $0.78 $0.72 $0.62
Average LME cash setitement copper price/lb in USS $3.499 $3.464 £2.695 $3.215
Average US/CDNS exchange rate $1.045 $1.098 $1.172 $1.139
Period end US/CDNS cxchange rute $0.996 $1.063 $1.153 SL.165
Three Months Ended
fexpressed in thousands of dollurs, except per share umounis) September 30 June 30 ~ March 31 December 31
. . 2006 2006 2006 2005
Total Revenues . 57,154 $81.318 $27315 $43.037
Equity Income (Loss}) from Huckleberry 512,035 $16934 $3.985 $15,293
Net Income (Loss) $30.955 $26.565 $660 $9.692
Net Income (Loss) per share " $1.03 50.89 $0.02 $0.34
| Diluted Income {Loss) per share ' $099 ©S087 $0.02 $0.34
| Adjusted Net Income (Loss) ‘2 $35,777 $20,023 ©osa782 §12,675
Adjusted Net Income (Loss) per share ' $1.19 $0.67 $0.10 $0.45
Cash Flow $36.342 $13.235 $1.976 $4.752
Cash Flow per share* $1.21 $06.44 $0.07 $0.17
Average LME cash settlement copper ptice/lb in USS $3479 $3.289 S 52243 $1.951
Average US/CDNS exchange rate | 51121 CosKIn $1.155 S1.173
Period end US/CDN$ exchangt rate . sLIs - SLIS  $1.167 $1.166

' The sum of the quanerly net income per share and cash flow per share does not cqual the annual total duc to timing of share issuances
during the year, : ‘ . .

@ adjustod Net Income is defined as net income adjusied for centain items of a non-operational naure-that pertain to future periods as described in
funher detail under the heading Adjusted Net ncome. . .

' Cash flow and cash flow per share are measures used by the Company to evaluate its performance however, they are not terms recoynized

under generally accepted accounting principles and are therclore unlikely to be comparable to similar measures used by other companies.

Cash flow is defined as cosh flow from operations before net change in working capital balances and cash flow per share is the same

measure divided by the weighted average number of common shares owstanding during the period. The Company believes these measures

are useful to investors, because they are included in the measures that are used by management in assessing the financial performance of

the Company. :
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Related Party Transactions

In September 2006 the Company obtained a $40.0 million credit facility with Edco Capital Corporation, a company
controlled by N. Murray Edwards, & significant sharehofder of Imperial, 1o assist with the acquisition of bcMetals. The
facility is subject to conditions usual in commercial lending transactions of this kind. Interest on the outstanding principal
amount and interest on overdue interest will compound monthly at the rate of 9% per annum. In February 2007, the
Company drew the full $40.0 million to assist with the purchase of beMetals. A draw fee of 1% was paid on the amount
drawn. The facility was scheduled to expire on November 30, 2007 and its continuance is subject 1o salisfactory periodic
reviews and no adverse changes occurring. The amount drawn down was evidenced by a promissory note and secured by
a floating charge debenture on the Company's assets and a guaraniee from its subsidiary, Mount Polley Mining
Corporation. Subsequent to September 30, 2007 the due date on the facility was exiended lo February 29, 2008 and the
interest rate increased to 1 0% effective December 1, 2007,

Other
Disclosure Controls and Procedures

Disclosure controls and procedures are designed to provide reasonable assurance that all relevant information is gathered
and reported on a timely basis to senior management, so thal appropriate decisions can be made regarding public
disclosure. An evaluation of the effectiveness of the Company's disclosure controls and procedures, as defined under the
rules of the Canadian Securities Administration, was conducted as of December 31, 2006 under the supervision of the
Company's management.

Based on (hat evaluation, management concluded that the disclosure controls were effective. Since the December 31,
2006 evaluation, there have been no adverse changes 1o the Company’s controls and procedures and they continue to
remain effective. '

Internal Controls and Procedures

The Company evaluated the deglgn of its imemal control and procedﬁres' over financial ‘reporting as defined under
Multilateral Instrument 52-109 for the year ended December 31, 2006. Based on this evaluation, management has
concluded tha the design of these iiiginal contrils and procedures over financial reporting was effective.

R

There has been no change in the Compa.n}'s desig}l of intemal controls and p'rocedures over financial reporting that has
materially affected; as is'reasonably likely to materially affect, the Company’s internal control over financial reporting
during the period covered by this management’s discussion and analysis.

Additional information about the Company, including the Company’s Annual [nformation Form, is available on the
SEDAR website (www.sedor.com). ‘

As of September 30, 2007 the Company had 32,687,465 common shares outstandin; and on a diluted basis 35,560,483

common shares outstanding. As of November 7, 2007 the Company had 32,687,465 common shares outstanding and on
a diluted basis 35,560,483 common shares outstanding.
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Outlook

Operations

Huckleberry’s Main Zone Extension Pit is now supplying ore to the mill. Production will decrease for the
remainder of the mine life, as lower grade material from the Main Zone Extension and stockpiles is milied. Rotary
and diamond driliing is being conducted in the vicinity of the Main Zone Extension Pit in an effort to expand the
resource.

Mount Polley’s metal production increased this quarter 1o 15.5 million pounds compared to 13.5 million pounds in
the second quarter. Milled tonnes during the quarter was impacted by the failure of 2 pebble milt bull gear. The
gear has been repaired and should not impact the fourth quarter production.

Improvemenis to the crushing plant were completed, including an increase in size of the primary feeders to reduce
the impact of winter conditions on crusher operations. These improvements had a positive impact. With winter
conditions setting in, the plant was able 10 maintain production at over 20,000 tonnes per day during the first ten
days of November.

The mining contractor mobilized o the site during the quarter, and stripping increased as preproduction siripping of
the Springer Pit began. A total of 8.0 million tonnes were mined compared 1o the 6.6 miflion tonnes in the prior
quarter. The Springer Pit developinent progressed well, and the stripping ratio for the remaining ore in the Bell and
Wight pits is now less than 1.0, with both pits having a stripping ratio of about 0.6 10 1.0. The Wight pit is
scheduled 1o supply ore to the mill until late 2008,

During the quarter, a portion of the Wight Pit wesi highwall began to show movement. On the edvice of our
geotechnical consultants, five drain holes were drilled to dewater the wall, and a portion of the highwall will be
unloaded.

Tailings dam construction for the year was completed with the dam raised to the 951 metre elevation.

Leaching of the 250,000 tonne test heap leach, designed 1o recover copper from the highly oxidized ncar surface
mineralization in the Springer Pit, had begun in July. The biological oxidation of sulphur has begun with the pH of
teach solutions dropping to 4.6 and copper in solution rising 10 over 300 ppm. Electrowinning the copper from the
leach solution is expected to begin in November,

Exploration

Exploration drilling resumed in October with two drill rigs. The current exploration program is expected to continue
through to mid-December.

The 2007 Red Chris drill program was completed with a total of six holes; two on the Main Zone and four on the East
Zone. A mineralized intersection in hole RC07-335, the longes! in the Company's history, which graded 1.01% copper,
1.26 g/t gold and 3.92 gh silver over 1024.1 metres. The hole bottomed in strong mineralization. Vertical hole RC07-
336 drilled in the core of the Main Zone intersected 996.4 metres grading 0.4% copper, 0.38 g/ gold and 1.29 g/ silver,
and also bottomed in mineralization. Both holes demonstrate the Red Chris mineral system is much more extensive at
depth than previously outlined,

At Sterling, the excavation of a 3,352 foot underground ramp to access the 144 Zone along with underground and
surface drilling was completled. Two exploration drifis off the main decline betow the 144 Zone and drill stations
that will provide for detailed drilling of the 144 Zone from underground are also complete. Underground diamond
drilling is expected to begin by year end 1o delineate the 144 Zone, with an initial phase of 18 holes 1otaling 3.600
feet planned. With the drill siations in place approximately 100 feet beneath the 144 Zone, it can be tested with
short drill holes. Additional diamond drilling is aiso planned along the completed decline to the east of the 144

Discover Develop Operate Page 20 of 40)




lmperial Third
Quarter Report
1&\\ Metals September 30, 2007

Zonc, where sampling has yielded gold mineralization at iwo locations. A surface drilling program planned for early
2008 will test several gold anomalies identified during recent surface geochemical sampling work, The 1otal cost
for Sterling is budgeted at $7.1 million for 2007, of which $5.4 million was spent in the first nine months of 2007.

The majority of the 2007 exploration programs at Huckleberry, Red Chris, Giant Copper and Bear were completed
in the third quanter of 2007. Expenditures on these projects in the founh quarter will be primarily for analysis and
interpretation of data in preparation for the 2008 exploration programs.

Development

Development of the Red Chris project, acquired with the purchase of bcMetals, will be dependant on the timing of
the construction of a powerline to serve the northwest portion of British Columbia. The Province of British
Columbia announced in October 2007 the construction of a power line from the Skeena substation 1o Bob Quinn,
bringing the BC Hydro grid power to within 120 kilometres of the Red Chris project. The Company will review the
information on the Red Chris project 10 maximize the econoimics of the project.

Financing

Debt repayment and working capital requirements for 2007 are expected to be mel from cash on hand and cash flow
from the Mount Polley and Huckleberry mines. The $40.0 million shor term loan facility to assist with the purchase
of bcMetals is expecied 1o be repaid from cash flow by the end of February 2008, The Company currently does net
forecast the requirement for any equity financing during 2007. '

Acquisitions

0"
PR

In carly 2007 the Company comptleted the acquisition of-bcMetals, and management continues to evaluate polential
acquisitions (o further grow the Company.

Discover Develop Operate Page 21 of 40




Imperial -
Third Quaurter Report
4&\\ Metals September 30, 2807

CONSOLIDATED BALANCE SHEETS
(Umaudited — Prepared by Managemem)
(expressed in thousands of doflars)

ASSETS
Current Assets
Cash and cash equivalents
Short term investments
Marketable securities
Accounts receivable
Inventory (Noic 3)
Derivative instrument assets and margin deposits (Not 13)
Fulure income taxes

Investment in Huckleberry Mines Ltd. (Noie 4)
Investment in bcMetals Corporation (Noic 5)
Mineral Properties

Reclamation Deposils

Future Income Taxes

Other Assets

LIABILITIES
Current Liabilities
Accounls payable and accrued hab:lmes
Taxes payable . i
Short term debi (Note 6) o
Current portion of long term debt (Nowe 7)
Derivative instrument liabilities (Note 13)
Current portion of future site reclamation costs (Not 9)
Current portion of share based compensation liability (chs 10 & 11)
Future income taxes

Long Term Debl (Note 7)

Debt Component of Convertible Debentures (Note 8)
Future Site Reclamation Costs (Note 9)

Share Based Compensation Liability (Notes 10 & t1)
Future Income Taxes

SHAREHOLDERS’ EQUITY

Share Capital (Note 11}

Contributed Surplus

Equity Component of Convertible Debentures
Retained Eamings

See accompanying notes to these financial statements.
Subsequent events (Notes 13 and 15)
Contingent liabilities (Notc 15)

Discover Develop Operate

Seplember December 31
2007 2006
$26.489 $22.048
10,500 -
582 334
57318 20.548
17.368 13177
3.077 11,699
6,227 -
121.561 67.806
- 45,438

- 7.110
206,761 88.845
4,375 2.579
4,474 1,947
550 37
$337.72) 5214,096
519,796 $14,948
10,548 1.086
36,927 1,869
5,196 6.061
23,76 . 3,793
501 -
:.8,197. . -
- 2.956
104,881 30,713
5,786 9.510
11.239 10,513
11,297 . 3.415
298 -
41,779 18.749
175,280 72.800
64,163 47,682
- 4,049
4,808 4,808
93,470 84,657
162,441 141,196
$337.721 $214,096
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CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
For the Nine Months Ended September 30, 2007 and 2006

(Unaudited — Prepared by Management)

fexpressed in thousands of dollars, except share amounis)

Third Quarter Year to Date
Three Months Ended September 30 Nine Months Ended Sepicmber 30
2007 2006 2007 2006
REVENUES
Mineral sales $83,623 556,741 $229.354 $164,995
: Interest income 5t 145 1.495 479
' Other 650 268 1,391 3i3
84.784 57,154 232,240 165,787
{ EXPENSES
' Mineral production and transportation costs 47,250 21,802 122,033 67.463
' Mineral property holding costs 253 205 841 606
Accretion of future site restoration costs 198 64 596 195
Depletion, depreciation and amortization 7,189 3360 17890 . . 9925
' Genera! and administration 454 361 1,509 . 1327
_ Share based compensation (Notes 10 & 11) 1.497 528 14,147 1,337
| Interest on long term debt 336 457 1.088 1,421
- Other interest . ’ 846 367 2.379 2,353
I Interest accretion on short and 1ong term’débt” 254 349 783 . 999
| Financing costs - 27 00 1,003
‘ Forcign exchange loss - 1,904 4 4,901 883
f y 60,181 27,544 166567 .. . 81712
INCOME BEFORE THE UNDERNOTED 24,603 29610 . 65,673 78,075
Equity income in Hucklsberry Mines Ltd. (Note 4) - 12,035 L .. 32,955
Realized (losses) gains on derivative -, .
instruments (Notc 13) * @ (6,050),- .. . 3186 . . (8.151) (37,356)
Unrealized (losses) oniderivative . P IV IUOR ‘
instruments (Note 13)- ) (5,185} (7.305) (33,836) (578)
Other IR (232) (15) (1) (13)
INCOME BEFORE TAXES 13,136 37,511 23,675 73,083
Income and mining taxes {Note 12) 5,560 - . H.556 14,797 14,903
NET INCOME AND .
COMPREHENSIVE INCOME $7.576 ¢ 330955 - 58,878 $58,180
Income Per Share . .
Basic 50.23 $1.03 $0.28 $1.96
Diluted $0.23 $0.99 0 30.28 S1.88
Weighted Average Number of Common Shares Outstanding
Basic 32,648,080 30,034,838 31,592,460 29,622.476
Diluted 34,046,979 31,953,688 32,719,638 30,951,514

See accompanying notes to these tinancial staicments.
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fexpressed in thousands of dollars, except share amoims)

Equiry
Share Capita! Component
Number of Amount  Contributed of Convertible Retained
Shares Surplus Debentures Eamings Total

Balance, December 31. 2005 28,146,219 29,724 2,943 6,862 2,650 42,179
Issued for cash. net of issuc

costs of $151 1,000,000 6,349 - - - 6.349
Issued for cash on excreise

of options 290,667 705 - - - 705
Issued for cash on exercise

of share purchase wamnis 600,750 3604 - - 3.604
Issued on conversion

of convenible debentures 690,162 6,347 - (2,053) - 4,293
Transfer of contributed sumplus on

excrcise of options and warrams . 953 (953) - - -
Share based compensation - - 2.059 - - 2.059
Net income - - - - 82,007 82.007
Balance, December 31, 2006 10.727.798 47.682 4,049 4,808 84657 141,196
Cumulative effect of change in

accounting policy (Note 2) - - - - {65} (65)
Balance, January 1, 2007 as adjusicd 30,727,798 47,682 4,049 4,808 84,592 141,131
issued for cash on exercise of options 624,667 6,545 - - - 6.545
Issued for cash on exercise of warrants 1.335,000 8,010 - - - 8.010
Trensfer of contributed surplus on -

exercise of options and warments - - - 1,926 . (1,926) - - -
Transfer of contributed surplus on

revision of stock option plan

payment alternatives (Notes 10 & 11) . {3.044) - - (3.044)
Share based compensation -. 921 - - 9221
Net income - - - - 8.878 8.878
Balance, September 30, 2007 32,489,627 $64,163 s - $93.470 $162.441

See accompanying notcs to these financial staternents.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Ended September 30, 2007 and 2006

(Unaudited — Prepared by Management)

(expressed in thousands of dollars, except share amonnis)

Third Quarner Year to Date
Three Months Ended September 30 Nine Months Ended September 30
2007 2006 2007 2006
OPERATING ACTIVITIES
Nct income $7.576 $30,955 58,878 $58.180
hems not aftecting cash flows
Deplction, depreciation and amortization 7.189 3360 17.890 9.925
Share based compensation, net of cash paid 895 528 11,490 1,537
Accretion of debt and future site
restoration costs 452 413 1,379 1.i9%4
Amortization of financing costs - 27 - ~ 1,003
Equity income in Huckleberry Mincs Lid. - (12,035) . {32.955)
Foreign exchange gain on short and long term debt (1,452) (100} (2,358) . (874)
Future income taxes 207 5.871 (2,53%) 12,939
Unrealized losses on derivative instruments 5,185 7,308 33,836 578
Other 243 18 - 53 26
22,165 36,342 68633 51,553
Increasc in cash on change in method of accounting ' ' :
for Huckicberry Mines Lid. (Notc 4) - - 4,792 -
Net change in non-cash operating balances (Note 14) (29.927) 9,038 (21.877) (10,548)
Cash provided by (used in) operating activities (7,762} 45,380 51,548 41,005
FINANCING ACTIVITIES .
Proceeds of short term debt 40,589 20611 . 119,918 112,371
Repayment of short term debt (28.097) {58.580) (82,590) (139,187)
Repaymeni of long term debt ) _(1473) (1,503) (4.558) (4,097)
Issue of share capital, net of share issug costs 1193 - 175 9,438 10.552
Cash provided by (used in) financing activities 12,212 {33.297) 42,208 (20,361)
INVESTMENT ACTIVITIES
Decrease in short term investments . - 1312 .
Acquisition of investment on bcMetals,
net of cash acquired of $2.812 (2006-$nil) 238 (5N (58.668) (751)
Acquisition and deveclopment of mineral propentics {12.726) (5.834) (31.521) (12,498)
Increase in future site reclamation deposits 95} (75) (258) {244)
Other {149) 24 {180) 6
Cash used in investment activitics (12,732) {6,636) (89.315) (13.487)
INCREASE (DECREASE)} IN CASH
AND CASH EQUIVALENTS (8.282) 5447 4.44| 1157
CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 34771 2,049 22,048 339
CASH AND CASH EQUIVALENTS.
END OF PERIOD $26.48% $7.496 $26,489 §7.496

Sce eccompanying notes to these financial statements.
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{expressed in thousands of dollars, except share amotnis)

CASH AND CASH EQUIVALENTS ARE COMPRISED OF: September 30 December 31
2007 2006
Cash in bank $9.167 £4.251
Short term money market investments 17,322 17,797
$26.489 822,048
Third Quarter Year to Dale
Three Months Ended September 30 Nine Months Ended September 30
: 2007 2006 2007 2006
OPERATING ACTIVITIES
Interest expense paid $886 8731 $3.069 $3,544
Income taxes paid $5.946 5 - §7.816 3182

SUPPLEMENTAL INFORMATION ON NON-CASH INVESTING AND FINANCING ACTIVITIES

During the three monihs ended September 30, 2007 the Company reclassified $185 of contributed surplus arising from
warrants to share capital on the exercise. warrants,

During the three menths ended September 30, 2006 the Company reclassified $88 of contributed surplus arising from stock
based compensation to share capital on the exercise of options. :

During the nine months ended September 30, 2007:

{a) the Company reclassified $1,926 of contributed surplus arising from stock based compensation and warrants to share
capital on the exercise of options and warrants.

{(b) the Company received marketable securities with a fair value of $142.as option payments on a mineral properties.

During the nine menths ended September 30, 2006:

(a) the Company reclassified $908 of contributed surplus arising from stock based compensation and warrants to share
capilal on the exercise of options and warranis.

See accompanying notes to these financial statements.
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1. BASIS OF PRESENTATION

These unaudited interim consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles for interim financial information using the same accounting policies and
methods of application as the audited consolidated financial stalements of the Company for the year ended
December 31, 2006 except as noted below. These unaudited interim consolidated financial siatements do no
include all the information and note disclosures required by generally accepled accounting principles for annual
financial statements and therefore should be read in conjunction with the most recent annual audited consolidated
financial statements of the Company and the notes below.

in the opinion of management, all adjusiments considered necessary for fair presentation have been included in
these financial statements. Intesim results are not necessarily indicative of the results expected for the fiscal year.

The Company’s extemal auditors have not reviewed these financial statements.
Marketable Securities

Marketable securities are classified as held for trading sale because the Company intends 1o liquidate the marketable
securities when market conditidns are conducive to'a-sale of‘these securities. Unrealized holding gains and losses
related to held for trading securities are included in the income statemenl ineach period.: - o -

,oEt L “ -'.:' .o LT, . u.‘ T e .‘.."sl L .
The Company ¢siimates the fair value of finadcial instriments at the ba].anclel sheet date using quoled markel prices
- " BTN (PR R I v
for held for irading sale securilies.
Debt Financing COStS . - oo vzosi  oovjumemn 10 - rmee e s L
Sl

The Company expenses dobt financing costs when they are incurred: -+ -

2. CHANGE IN ACCOUNTING POLICIES .

IR TR LT ' : I

The Company adopted the provisions of Sections 3855, Financial Instrumenis-Recognition and Measurement,
3861—Financial Instruments-Disclosure and Presentation and 1530, Comprehensive Income, on January 1, 2007
which address the classification, recognition and measurement of financial instruments in the financial statements
and the inclusion of other comprchensive income. As a result of adopting these new standards, the Company
recorded an increase of $169 to marketable sccurilies, a decrease of $53 to fulure income tax assets and an
adjustment of $116 as a one-time cumulative effect of a change in accounting policy in opening relained earnings.

Also under Section 3855, the Company adopted a policy to expense debt financing fees when they are incurred and
as a result the Company recorded an adjustment to decrease opening retained earnings by $181 and increase future
income tax assets by $81 to eliminate the deferred financing costs of $262 that were capitalized and amortized under
the Company’s previous accounting policy.
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3. INVENTORY

September 30 December 31

2007 2006

Concentrate $7.360 $8.978
Supplies 9,978 4,199
517,368 $13,177

4. INVESTMENT IN HUCKLEBERRY MINES LTD.

The Company has a 50% interest in Huckleberry Mines Ltd. (“Huckleberry™ which is engaged in copper and

2006.

" molybdenum mining operations in British Columbia and which was recorded on the equity basis untit December 31,

Effective January 1, 2007 the Company regained joint contro] of Huckleberry and therefore, in accordance with
generally accepted accounting principles, the Company accounts for Huckieberry on the proportionate consolidation

basis commencing January 1, 2007,

(a) The Company’s investment in Huckleberry is comprised of the following;

Nine Months Ended Year Ended

September 30 December 31

, 2007 2006

Balance, beginning of period ' $45,438 511,746
Change in accounting upon proportionate consolidation effective

January |, 2007 (sce Note 4(b)) (45,438) -

Equity income for the period - 33.692

Balance, end of period ' S - $45.438
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{b) Joint Ventures

Included in the consolidated financial statements of the Company are the following amounts representing the
Company’s 50% joint venture interest in Huckleberry assets, liabilities and results of operations:

Balance Sheet

Current Assels
Cash and cash equivalents
Short tenm investments
Other current assets

Miuneral property
Other

Current Liabilities

Accounts payable and other current liabilities
Future income laxes
Future site restoration costs

Statement of Income
Revenues .
Expenses - s s
Income before undermoted
Losses on derivalive instruments
Income and mining taxes
Net Income

Statement of Cash Flows
Operating aclivities
Financing activities
Investment activities
Increase in cash and cash equivalents

Discover Develop Operate

September 30 January |
2007 2007
$27.811 $4,792
10,500 i1,812
17,722 16,405
56,033 33,009
19,222 21,869
3,932 1,605
79,187 56,483
(25,084) (4,003)
- (257)
{(7,721) (6.785)
$46,382 345,438
Three Months Ended Nine Months Ended
September 30 September 30
B 2007 2007
$23.190 ' $83,519
13,969 41,230
9.221 42,289
(6.984) (22,710)
(2.064) (10,412)
8173 $9.167
$£2,493 $32,691
(1,047) 2.172)
$1.446 $30,519
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5. INVESTMENT IN beMETALS CORPORATION

At December 31, 2006 the Company had a 19% interest in bcMetals Corporation (“bcMetals™) which is developing
a copper/gold mine in British Columbia and which was recorded on the cost basis. At December 31. 2006 the
Company’s investment in bcMetals was comprised of the following:

December 31

2006

Purchase of commeon shares (market value $8,055) $6,732
Acquisition costs 378
$7.110

In 2007 the Company purchased, in conjunction with its 1akeover bid of bcMetals, additional shares of beMetals at a
cost of $61,480 inclusive of related fees and expenses. The total acquisition cost of bcMetals was $68.590. This
acquisition was funded from existing cash resources, cash generated from operations and a $40.000 credit facility
from Edco Capital Corporation, a party related to a significant sharcholder (Note 6). As of September 30, 2007 the
Company held 100% of the issued and outsianding shares of bcMelals.

This business combination has been accounted for as a purchase Irensaction-with the Company being identified as
the acquirer and bcMetals as the acquirce. The consolidated financial statements of the Company include the
operating resulis of bcMetals commencing on the date of acquisition on February 16, 2007. The preliminary
allocation of the purchase price of bcMetals is summarized in the following table and is subject to adjustment (Note
15y

Purchase price. subject to final adjusiments

Cash ' o . T T, $67.930
Acquisition costs - ’ 660
: S68.590
Net assets acquired
Currenl assets £2.963
Other assets 499
Mincral property 82.212
Current liabilities (3.383)
Future site restoration costs (75
Future income taxes : (13,626)
$68.590
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6. SHORT TERM DEBT

Concentrate advances [US520,000 (2006-US$nil)}

Credit facility from a related party bearing interest at 9% per annum,
payable monthly, and due on November 30, 2007. Subsequent to
September 30, 2007 the due date on facility was extended to February
29, 2008 and the interest rate increased to 10% per annum effective
December 1, 2007.

Equipment finance contracts

7. LONG TERM DEBT

Mount Polley Mine Construction Loan : o
Mount Polley Finance Coniracts
Mount Polley Finance Contracts [US$68:(2006-US5518)]

Mount Polley Finance Contracts .- SR (P . ' o

Mount Polley Bank Term Loan - -

Less portion due within one year

September 30 December 31
2007 2006

$19,927 5 -
17,000 -

- 1.869

$36.927 $1,869

September 30 December 31
2007 2006

$3,267 $4,081

2,068 2,349

68 604

. 21 .73

5.558 8,464

10,982 15,57
(5,196} (6,061)
55,786 $9.510

8. DEBT COMPONENT OF CONVERTIBLE DEBENTURES

Nine Months Ended  Ninc Months Ended

Balance, beginning of period
Accrelion
Conversion 10 shares

Balance, end of period

September 30 September 30
2007 2006
510,513 $13,7120
726 916
- (1,049
$11.239 $13.587

Each $8.65 of face value of convertible debenture is convertible into one common share of the Company at any time

prior to March 10, 2010,
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9. FUTURE SITE RECLAMATION COSTS

Nine Months Ended

Nine Months Ended

September 30 September 30
2007 2006
Balance, beginning of period $3415 $3,649
Accretion 596 195
Cosls incurred during the period (96) -
Additions 1o future cosls 67 -
Consolidation of beMetals 75 -
Consolidation of Huckleberry 7,903 -
Effect of translation of foreign currencies (162) (42)
Balance, end of period 11,798 3.802
Less portion due within one year (501) -
311.297 $3.802

10. SHARE BASED COMPENSATION

The Company recognizes a liability for the potential cash settlemenis under its Share Opiion Plans (Note L1). The
current portion represents the maximum amount of the liability payable within the next twelve month period if all
vested options are.surrendered for cash,scttlement. . -
L. . N;ine MonlI:|s Ended Nine Months Ended

- .. September 30

September 30

2007 2006

Balance, beginning of period Lo - 8 - s -
Recognition of initial liability on amendment 10 the stock option plans - . 14,909 -
Share based compensalion . o .. 1,355 -
Current period payment for options suntndcred : v (2,653) -
Transferred to share capital on issuance of common shares (5,L16) -
Bzlance, end of period <o B,498 s -
Less portion due within one year (3.197) -
$298 5 -

In conjunction with the recognition of the liability for share based compensation, the Company changed from the
straight line method of calculating vested options o the graded vesting method. The graded vested method results in
front end loaded vesting compared to the siraight line method which allocates vesling equally over the vesting period,
Based on the liability calculated using the Company’s share price at June 30, 2007 the graded vesting method has
increased the share based compensation expense, nei of tax, by 51,085 for the three and six months ended June 30,
2007. It is not practical to determine the impact of the change in method on periods subsequent to June 30, 2007 as
the calculation may be significanily impacted by changes in the Company's share price and therefore the disclosure
would not be meaningful.
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11. SHARE CAPITAL

{a) Share Capital

Authorized
50,000,000 First Preferred shares without par value with special rights and restrictions
to be determined by the directors (outsianding — nily
50,000,000 Second Preferred shares without par value with rights and restrictions
to be determined by the directors (outsianding — nil)
Unlimited number of Common Shares without par value

(b) Share Option Plans

Under the Share Option Plans, the Company may grant options to its directors, officers and employees not to exceed 10%
of the issued common shares of the Company. Al September 30, 2007. 2,011,914 common shares remain available for
grant under the plans. Under the plans, the exercise price of each option equals the market price of the Company’s shares
on the date of grant and an option’s maximum term is 10 years. Options are granted froin time to time by the Board of
Directors and vest over a three year period.

In June 2007 the Company amended its outstanding Share Option' Plans.providing all option holders the right, in
lieu of receiving common shares, 10 receive a cash payment from the Company equal to'the difference between the
exercise price of each stock option and the market price of the Company’s common shares on the date of exercise.
As a resull of this changé to the Share Option Plans, generally accepted accounting principles result in a Lability
being recorded for the intrinsic value of the siock options (Note 10).

In February 2007 the Company granted its employees options to purchase 90,000 common shares of the Company
with a fair value of $398. The fair value of the share options issued on February 26, 2007 was estimated at the date
of grant using the Black-Scholes oplion pricing model, based on the following terms and assumplions: exercise
price $10.90; dividend yield 0%; risk free interest rate 3.95%, expected life 3.55 years; expected volatility 50%.

The determination of expectéd volalilit'y contained in the option pricing model is based on subjeclive assumptions which
can materially affect the fair value estimate of the options at the date of grant.

A summary of the status of the Company’s Share Option Plans as of September 30, 2007 and changes during the nine
months then ended is presented below:

Number of Weighted Average

Share Options Exercise Price

Quistanding at December 31, 2006 1,996,333 $4.94
Granted ' 140,000 S12.11
Exercised (879.500) 52,91
QOuistanding at September 30, 2007 1,256,833 ) $7.15
QOptions exercisable at September 30, 2007 530,166 £6.60
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The following table summarizes information about the share options outstanding at September 30, 2007:

Options Outstanding Options Exercisable

Exercise Number Weighted Average Number Exercise
Price Quistanding  Remaining Contractuai Life Exercisable Price
$ 530 150,000 4.3 years 16,667 $5.30
$ 6.60 911,833 2.9 years 498,499 36.60
$ 6.80 8,000 2.3 years 8,000 $6.80
910 47,000 4.3 years 7.000 $9.10
$10.90 50,000 5.3 years - -
$14.30 50,000 6.3 years - -

1.256.833 3.4 years 530,166 S6.60

{¢) Normal Course lssuer Bid (“NCIB™)

On September 18, 2007 the Torc.mlo Stock Exchange {the “TSX™) accepted for filing the Company's Notice for ils
NCIB 1o be transacted through the facilities of the TSX.

Pursuanl 1o the NCIB, the Company may purchase up to 1,305,150 common shares. which represents 10% of the
public float and approximately 4% of the total 32, 687,465 common shares of the Company issued and outstanding
as of Seplcmber 12, 2007, Purchases will be made, at the, discretion of the Company at prevailing market prices,
commencing September 20, 2007 and ending September 19, 2008. Pursuant 10 TSX policies. daily purchases made
by the Company will not exceed 11,787 common shares or 25% of the Company s average daily trading volume of
47,148 common shares on the TSX, subject to certain prescribed exceptions. The Company intends to hold all
shares acquired under the NCIB for cancellation., The. funding. for any purchase pursuant to the NCIB will be
financed out of the working capital of the Company. ., .

In the quarter ended September 30, 2007, the Company did not purchase any shares under the NCIB.

12. INCOME AND MINING TAXES

September 30 September 30

2007 2006

BC mineral taxes $1.909 $1,964
Current income laxes . ' 15423 -
Future income taxes C T (2.535) 12,939
$14.797 $14,903
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13. DERIVATIVE INSTRUMENTS AND MARGIN CALL DEPOSITS

Assets .
Security deposits with counterparties [US$1,000 (2006-USS§1,125)]
Put options purchased [US$2,089 (2006-1i558,914)]

Liabilities
Call options sold [US$15,476 (2006-USS3,235))
Forward sale obligations [US$8,328 (2006-USSnil)]

September 30 December 31
2007 2006

£996 51,311

2,081 10.388

33.077 $11,699
$15.419 $3,793
8.297 -
§23.716 $3.793

Security deposits required to be paid by the Company to counterpanties are calculated based on the fair value of the
derivative instrument on each trading date, net of the credit facility provided by the counterparties.

At September 30, 2007 the Company had entered into varivis contracts to protect the cash-flow fromMount Polley
and Huckleberry against a decline in the price of copper. These contracts do not qualify for hedge accounting and
therefore the Company accounts for thesé Coritracts @5 invéstments'and records chnges in The unrealized gains or
losses on these contracls in the''staicient ‘of income ach period ‘and-records 'the fair 'Value of ihiese derivative
instruments as a curtent assef-or current liability at-each balance'sheet date.The fair valué of these-financial
instruments has been recorded as eithet 3n nsset or-a tiabiliiy us‘of Septewmber-30; 2007 depending on the attributes
of the contracts. oo e e ' Lot e ’

g U T R PR

L v

From time 1o time the Comipany-purchases put optiohs, sells call options, and enters into forward sales contracts (o
manage its exposure to changes in copper prices. Option coniracts outstanding at September 30, 2007 are as
follows:

Weighted Average

Minimum  Maximum Price ' Pwt Oplions Cali Options
Price US3/b Purchased Sold

USs/lb
Contract Period 1bs of copper ibs of copper
Qctober 10 December 2007 $2.69 $3.25 13,614,000 6.450,000
January to December 2008 $2.82 $343 19,842,000 27,007,000
April to December 2008 - - $1.90 - 12,649,000 - -
January to December 2009 - $1.82 - 16,948,000 -
January to March 2010 5t.80 - 4,299,000 -

These put and call option contracts ensure that the Company will receive a price per pound of copper sold thal is
within the minimum/maximum price range noted above for the net pounds of copper specified in the contract. The
put oplions contracts ensure that the Company will receive a price per pound of copper that is no less than the
minimum price for the net pounds of copper specified in the contract.
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Forward sales contracts outstanding at September 30, 2007 are as follows:

Price USS/lb Forward Sales

Contract Period #bs of copper
October 10 December 2007 §2.96 3,665,000
January to December 2008 $2.97 7,689,000
January to March 2009 $3.08 1.984,000

These forward contracts ensure that the Company will receive a price per pound of copper sold that is equal to the
price noted above for the net pounds of copper specified in the contracl.

From October 1, 2007 to November 7, 2007 the Company purchased put options, sold call options and entered into
forward sales coniracts to manage its exposure 10 changes in copper prices. The net pounds of copper and the

exercise price under oplion conlracls is as follows:

Weighted Average

Minimum Price  Maximum Price Put Options Call Options
Uss/lb UsS/lb Purchased Sold (Bought)
Contract Period Ibs ef copper ibs of copper
December 2007 . - $3.30 - (1.102,000)
February 2008 - $33 . . ., - 1,102,000
July 1o December 2008 $3.00 $4.10 7,937,000 7,937,000

These put and call option contracts ensure that the Company will receive a price per, pound of copper sold that is
within the minimum/maximum price range noted above for the net pounds of copper specified in the coniract. The
call options contracts ensure that the Company will receive a price per pound of copper that is no more than the
maximum price for the net pounds of copper specified in the contract. L i,

The forward sales entered into during this peried are as follows:

Price US$/1b Forward Sales
Contract Period bs of cupper
January 2008 $3.52 468,000

This forward contract ensures that the Company will receive US$3.52 p'e_r podnd of copper for the net pounds of
copper specified in the contract.
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14. SUPPLEMENTARY CASH FLOW INFORMATION

Three Months Ended

September 30 September 30
2007 2006
The net change in non cash operating working capital balances consists of:

Accounts receivable $(32,239) $16,531
Inventory 4,591 (2.285)

Derivative instrument assels and margin call deposits 31,456 10,370
Accounts payable and accrued liabilities 1,389 (1,089)

Taxes payable (2.464) 684
Derivative instrument liabilities (4.660) {(15173)

$(29.927y $9.038

Nine Months Ended

Seplember 30 Sepiember 30

2007 2006

The net change in non cash operating- working capital balances consists of:

Accounis receivable ' $(27,367) S$(8,467)
Inventory . 1,443 (4,266)
Derivative instrument assets and margin call deposits 9,863 (1,175)
Accounts payable and accrued Jiabilities (1,419) (2,286)

Taxes payable 9.516 1,782

Derivative instrument liabiliies " ™ "~~~ =~ 7 (13,913) 3,864
Ueriwee ted e $(21,877) $(10,548)

15. CONTINGENT LIABILITIES T

The Company acquired bcMelals (Note 5) which is a party to four legal ections and one contingent liability
pertaining to the Red Chris project. The status of these actions is as follows:

(a) CEAA

On Sepiember 25, 2007 the Federal Coun of Canada ruled that the Federal environmenta! assessment of the Red
Chris project was procedurally incorrect and should have been carried oul by way of 8 comprehensive study review.
and not as a screening level review, setting aside the Federa) Screening Report of beMetals' Red Chris project,
issued in May, 2006.

Subsequent to September 30, 2007 the ruling was appealed by the Minister of Fisheries and Oceans, the Minister of
Natural Resources. the Attomey General of Canada and by beMetals. The appeal is expecled to be heard by the
Federal Court of Appeal in the summer of 2008 with a decision in the fali of 2008,

Al issue is the nature of the discretion of Federa] authoritics 10 scope a project under the Canadian Environmental
Assessment Acl.

The Red Chris Project was subject to both Provincial and Federal environmental review.

Discover Develop Operate Page 37 of 40




Imperial i
Third Quarter Report
AL/\\ Metals ) September 30, 2007

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Ninc Months Ended September 30, 2007 and 2006

(Unaudited — Prepared by Management)

{expressed in thousands of dollars, except share amounts)

Based on the initial project description, Red Chris was first scoped for comprehensive sludy level review by the
responsible Federal authorities.  Following receipt by the responsible Federal authorities of additional project
information including the fact that the project was undergoing a full Provincial environmental assessment, it was
determined that the Federa) environmental assessment would proceed by way of a screening report.

Accordingly, comprehensive environmental review of the Red Chris project was carried out by the Province under
the B.C. Environmental Assessment Act, in ful] cooperation with the Federal responsible authorities. This was in
keeping with efforts by Provincial and Federal environmental agencies and legislation aimed at harmonizing Federal
and Provincial environmental revicw.

The Provincial review process covered the technical, environmental, and socio-economic elements of the project
and included consultation with the Tahltan First Nation and other local communities. Environmenial assessmeni
application documents were made available for public review at local libraries in Smithers. Terrace, and Stewart and
the Government Agent’s office in Dease Lake and Band Offices in Iskut and Telegraph Creek. Notices of the
availability of these documents with the public comment period were advertised in the ‘BC Gazette and local
newspapers. The documents were also made available through the Provincial and Federal environmental
assessment office websites. Open houses were conducted in Stewart, Iskut, Dease Lake and Telegraph Creek. the
four communities closest to the Red Chris Project.

In July 2005, the Provincial Environmental Assessment Report concluded the project was not likely to cause
significant adverse environmental effects. The project subsequently received a Provincial Environmental Cenificate,
In April 2006, the Federal responsible authorities issued their Screening Report which also concluded thal the
project was no! likely to cause significant adverse environmenial effects.

The appealed judgment impacts only the Federal environmental assessment. There is no impacit on the Provincial
Environmental Centificate. If the appeal is successful, the Screening Repont will stand. If the appeal is
unsuccessful, the responsible Federal authorities will be required to carry out a comprehensive siudy level review,
substantially duplicating the work that has been carmried out by the Province under the B.C. Environmenial
Assessment Act.

(b) Trafigura

In November 2006 beMetals commenced an action against Trafigura Beheer BV (“Trafigura™) seeking a declaration
that there is no binding and enforceable agrcement between bcMetals and Trafigura for the sale of copper
concentrates from the Red Chris project. Trafigura has counterclaimed that there is a binding and enforceable sales
agreement between bcMetals and Trafigura for the sale of copper concentrates from the Red Chris project. This
aclion is in the discovery stage.

(c) Glencore
In November 2006 Glencore Ltd. (“Glencore™) commenced an action against bcMetals seeking to enforce a contract

for the sale of copper concentrates from the Red Chns project. bcMetals has counter-claimed against Glencore
seeking damages for contraciual interference. This action is in the discovery stage.
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{d) American Buliion

In October 2006, two minorily shareholders of American Bullion Minerals Lid ("ABML™) filed a Petition in the
Supreme Court of British Columbia seeking to certify the Petition as a class action proceeding and seeking,
primarily, a declaration that the affairs of ABML had been conducted in a manner oppressive 10 its minority
shareholders and an order that bcMetals, the 52% owner of ABML, purchase the shares of the minorily shareholders
of ABML, which is in bankruptcy. The Petitioners subsequently filed a motion on March 23, 2007 seeking 10 have
the bankruptcy annulled. At the requesi of the Court, the Petitioners filed an Amended Petition in April 2007 10
consolidate the oppression and bankrupicy proceedings. The Trustee in Bankruptcy challenged the standing of the
Petitioners 1o bring a motion in the bankruptcy proceeding. The Court ruled thal the Petitioners do have standing in
the bankruplicy proceeding. The Amended Petition will likely be heard on its merits in fourth quarter of 2007.

{e) Jiangxi Copper

In February 2007 bcMetals was asked to pay a USS1.0 million break fee to Global International Jiangxi Copper
Mining Company Limited (“Jiangxi™) for non completion of a proposed limited partoership for the developmetit of
the Red Chris project. The Company's position is that not all the uriderlying conditions of the agreement have been
met and therefore no break fee is payable. No amount has been accrued in these financial'statements in connection
with the requested break fee. Should beMetals be required to pay a break fee, the amoun paid will be reflected in
the net assets acquired on the purchase of beMetals.
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